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Here it is! A new service on the 






Chesapeake & Ohio 


CHARGE-IT-AS-YOU-GO TRAIN TRAVEL 





You can reserve space by phone, then after 
you board the train, charge it on a Credit 
Card. Apply for your € & O Credit Card now! 





NO NEED TO STAND IN 
LINE AT TICKET WINDOWS 














ECENTLY the Chesapeake & Ohio 
R announced its intention of installing, 
as soon as possible, a simple “Credit 
Card” plan and reservation by phone. 
Now that plan is here—to eliminate the 
red tape from train reservations. 


No longer do you have to spend your 
valuable time waiting in ticket lines. No 
longer do you have to dash down to the 
station to pick up your reservations. The 
C & O does all your scurrying and worry- 
ing for you. 


All you do is reach for a phone. For 
now—and this is new—you can reserve 
space in reserved-seat coaches as well as 
Pullman* space. 








JUST A PHONE CALL WILL 
HOLD PULLMAN SPACE FOR 


YOU, OR SPACE IN 
RESERVED-SEAT COACHES 


were eaeiine. om | ~ 


For Pullman Space, phone in your 
name and Credit Card number. Go to 
your reserved space aboard the train, and 
charge it on your C & O Credit Card or 
pay cash if you prefer. 


For Space in Reserved-Seat Coaches, 
simply telephone in advance, giving your 
name. Go to your reserved seat on the 
train, and pay for your ticket there, or 
charge it on your Credit Card if you prefer. 


And there’s another important feature 
to the new Credit Card. You can use it 
to charge any C & O service on the train 
or in the station. This includes meals in 
dining cars and baggage service. 





THEN SIMPLY BOARD THE 
TRAIN AND USE THE NEW 
C&O CREDIT CARD (OR 

PAY CASH) 

















Apply For Your Credit Card Now ! 
You’re invited to apply for a C & O 
Credit Card, right away. Just call any 
Chesapeake & Ohio Ticket Office for an 
application...or write Chesapeake & 
Ohio, Terminal Tower, Cleveland 1, Ohio. 
Do it today and take immediate advan- 
tage of this new traveling convenience. 


The ‘“‘Charge-It-As-You-Go”’ Plan is the 
latest—but not the last—of many far- 
reaching improvements pioneered by the 
Chesapeake & Ohio to make rail travel 
more comfortable, more sensible. 

*To hold Pullman space by phone, it will be necessary 
to have a Credit Card. Pullman space, if not used, 


must be properly cancelled, or it will be charged to 
your account. 


CHARGE-IT-AS-YOU-GO-—ON THE C & 0 


THE CHESAPEAKE & OHIO RAILWAY, 





TERMINAL TOWER, 


CLEVELAND 1, OF LO 
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DEBENTURE: The regular quarterly 
dividend ot $2.00 per share on the De- 
benture Stock will be paid February 1, 
1947, to stockholders of record January 
20, 1947. 


“A” COMMON and VOTING COM- 
MON: The Directors have voted to 
discontinue the present annual dividend 
policy on the Common Stocks of the 
Company and to adopt a new policy of 
quarterly consideration of dividends on 
these stocks. Pursuant to such policy 
the Directors have declared a dividend 
on the “A” Common and Voting Com- 
mon Stocks of 20¢ per share for the first 
quarter of 1947, payable February 15, 
1947, to stockholders of record Feb- 
tuary 3, 1947. 

A. B. Newhall, Treasurer 
Dennioon Mlanufachuring So. 
Framingham, Mass. 
January 9, 1947 
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DIVIDEND NOTICE 


The Board of Directors 
has declared today the fol- 
lowing dividends: 
$1.25 per share for the first 
quarter of 1947 upon the $5 
Preferred Stock, payable March 
15, 1947 to stockholders of 
record at the close of business 
February 17, 1947. i 
$1.00 per share upon the 
Common Stock, payable March 
15, 1947 to stockholders of 
record at the close of business 
February 17, 1947. 


The Goodyear Tire & Rubber Co 
By W. D. SHILTS, Secretary 
Akron, Ohio, January 14, 1947. 
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CARBON COMPANY 


One-Hundred and First 
Consecutive Quarterly Diidend 








A quarterly dividend of 40 cents per 
share will be paid March 10 1947 to 
stockholders of record February 14. 
1547, at 3 P.M. 


GEORGE L. BUBb 
Treasurer 














C CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
Per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1947, to stock- 
holders of record at the close of business 


March 15. 1947. Books will not close. 
SHERLOCK McKEWEN, Treasurer. 
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Mass Production of Telephone Equipment 


With telephone calls now averaging more many months yet, despite record output, 
than 18 million daily, up 3 million from a can all new subscribers hope to have their 
year ago, Western Electric Company is rac- orders filled and converse by the modern- 
ing to catch up with the mounting demand ized and streamlined new plastic sets they 
from A.T.&T. Co. for new sets. But not for will eventually receive. 
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THE FORGOTTEN MAN—In all the conflict between 
management and labor, very little is being said 
about the investor. Yet, it is he—and there are 
many millions of him in this country—who, from 
his savings, has financed the machinery of produc- 
tion that creates jobs and generally helps to sus- 
tain the well-being of industry and our economy. 
Still, in all the discussions, he is the forgotten man! 

This is an absurd situation. Neither labor nor 
management can function without the steady flow 
of investor capital. And, it is my belief, that in the 
current negotiations, the investor should receive full 
consideration and recognition; that he is entitled to 
a fair and continuing rate on his capital; and that 
he should no longer be expected to take the specu- 
lative risks only to find a major share of the re- 
wards going for taxes or being distributed else- 
where, while he absorbs dividend cuts and loss of 
capital if the enterprise is unsuccessful. Investors 
are just as entitled to a steady return on their in- 
vestments as labor is entitled to its wages and man- 
agement to salaries. 

We call upon the readers of this vublication to 
so express themselves to Congress, which is now in 
the process of formulating plans to stabilize our 
economy, so that we can establish a sound basis for 
the vast expansion that lies in the future. We shall 
be glad to be of service to our readers in this con- 
nection. 





TARIFF PROBLEMS—With problems of taxation, 
budgets and labor pushed strongly to the front in 
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The Trend of Events 


the press, it would be unfortunate if the public 
mind were diverted from the equally important sub- 
ject of tariff policies now crystalizing. Within a 
month or so now the State Department will be sit- 
ting down with representatives from some 17 
foreign nations as a forward step to establish reci- 
procal trade treaties, following many months of 
elaborate research and planning. The results of this 
conference will be far reaching in their effect upon 
our long term economic progress and the welfare 
of all our citizens, as well as those of other nations. 

It is to be hoped that both our citizenry and their 
representatives in. Cenes-cs tmp to no_ hastily 
made conclusions as to the pros and cons of the 
debate which will soon flare up over the age-old 
auestion of whether tariff barriers are or are not 
the blessings long claimed for them. True, the Hull 
reciprocal Tariff program has a legal foundation 
until the spring of 1948, but some Republican con- 
gressmen on Finance and Ways and Means Com- 
mittees are already talking in terms of higher tariffs 
and frowning upon the present authority vested in 
the State Department to negotiate reciprocal trade 
treaties. Traditional views of some of these law 
makers plus pressure from outside strong groups 
make it likely that Secretary Marshall may experi- 
ence some difficulty in ironing out the wrinkles in 
the final plans for his department. 

Those who believe that the hich tariffs will halster 
eur economy would do well to consult the World 
War I postwar records in the Department of Dom- 
estic and Foreign Commerce. They would find that 
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competitive imports that came into this country sold 
at a price so far below the domestic article, despite 
90% and even 100% customs rates, that the tariff 
wall might just as well have been made of paper. 
The result, however, was disastrous in our relations 
with the foreign countries. Regardless that the 
foreign goods flowed into our country, the handi- 
cap imposed was used against us in trade rivalry. 
Claims were made that our tariff was harmful to 
foreign industry, although the complaining coun- 
tries had regulations, restrictions and quotas of one 
kind or another that functioned drastically against 
American goods. These barriers were merely tariffs 
by another name. 

The reciprocal trade agreements have been built 
upon this experience, and we believe that they repre- 
sent the best trade basis for developing and increas- 
ing trade and harmonious relations between ourselves 
and the rest of the world. The United States has the 
opportunity to assume world leadership, and we will 
fail unless we work out a sound economic basis for 
this purpose, and do not let selfish interests disrupt a 
program which appears to offer a sound and logical 
course of action. 


LABOR STRIFE LESSENS—Joint announcement by 
the United Steel Workers CIO and the United States 
Steel Corporation of a truce to last until April 30 
offers encouragement that industrial peace during 
the current year may become more general than had 
seemed likely up to this point. Until the portal to 
portal suits issue has been c!arified by Congressional 
action or through the courts, it is of course impossi- 
ble for employers to figure out where they would 
stand if they agreed to wage increases now. The 
Union leaders are quite likely to adopt this newly 
established compromise as a pattern in dealing not 
only with all the other concerns in the steel industry 
but with the producers of automobiles, electrical 
equipment and other large segments of the economy 
as well. Such a policy would provide a heartening 
breathing period for all parties concerned, with 
prospects that before its termination genuine collec- 
tive bargaining would eliminate chances for later 
work stoppages. 

Scarcely less significant than the above agreement, 
and perhaps a strong reason it was reached, is the 
sett'ement by Big Steel and the CIO of long dis- 
puted wage inequities and the setting up of standard 
hourly wage scales. For some two years past the 
laborious task of classifying 25,000 steel mill jobs 
properly has been under study by the management 
and the unions. Settlement on the agreed terms will 
now boost the company’s payrolls by $50 million a 
year, aside from $100 mil'ion for retroactive pay. 
This harmonious completion of the argument should 
be highly pleasing to the workers and diminishes the 
force of further strike threats. 

Now that Chrysler Corporation has signed up 
with the CIO for another year on terms satisfac- 
tory to all hands, the horizon for industrial peace is 


further brightened. With Congress apparently de- 
termined to revise labor laws perhaps drastically in 
the near term, no over optimism is involved in hopes 
that labor leaders are leaning somewhat over back- 
ward to tone down their destructive tactics of last 
year, if only to temper the rising emotions of he 
public, their own rank and file, as well as those of 
the law makers in Washington. Be that as it may, 
signs are clear that industry may have a smoother 
road ahead now, and that at long last we may prove 
to the worid how record peacetime production can 
be reached when both management and labor pull 
together in our form of Democracy. 


$2-BILLIONS TO SUPPORT FARM PRICES? Sccre- 
tary of Agriculture Anderson has announced to the 
House Agricultural Committee that the Government 
may have to pay farmers $2- billions in the coming 
two years if business recession causes lower farm 
prices. This is bad news to budget balancers and 
tax reduction protagonists. 

Today the commodity futures markets are fore- 





casting further declines in food prices—and they 
have a fair record of past accuracy. Another 


bumper crop is in prospect. President Truman’s 
budget allows only $330-millions for farm price 
support in the next fiscal year. This looks far too 
skimpy to us as an allowance under present condi- 
tions. The Department of Agriculture may be 
forced by over-production to support prices for 
such commodities as wheat, soybeans, corn, peanuts 
and potatoes. 

Under the Steagall amendment, our Department 
of Agriculture is required to support farm prices 
for the next two years at 90% of parity. The pur- 
pose of this guarantee was to stimulate production 
during the war of much needed foodstuffs. As Mr. 
Anderson points out, some prices promised under 
law are too high, resulting in over-production. 

The potato crop in 1946 furnishes us with a sig- 
nificant example. Promised prices were so good that 
a 100-million bushel oversupply resulted. Potatoes 
had to be dumped or disposed of in other ways than 
for food. On this crop alone, the Government is 
paying an estimated $80-million annually. 

If, as estimated, our payments to farmers run to 
$1-billion for the next fiscal year which begins July 
1—the proposed balanced budget can be thrown 
completely out of equilibrium. Secretary Anderson 
is urged to work out a less expensive plan for post- 
war agricultural prices. This is not an easy matter 
and will need the cooperation of our farmers. 

Unless this is done, however, Congress will have 
to link some form of production controls to our pres- 
ent price support plan. Such action seems distaste- 
ful at a time when we are trying to stimulate general 
production in order to keep living costs down and 
increase the real wages of all of us. 


LABOR SHORTAGES—With unemployment still re- 
ported as being at a near record low level of around 
2.5 million, an increasing (Please turn to page 523) 
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| Britain; and on its heels 


-pact between Russia and 
Britam. Although this 


‘diated, Pravda continued 
its attack refusing to ac- 


As. g Seo Gt ! By CHARLES BENEDICT 


DIVIDE AND CONQUER 


hes A LONG TIME Russia has been throwing a 

monkey wrench into the machinery set up to 
establish harmonious relations between the United 
States and Britain, and, at the same time, has 
sought to widen every rift no matter how infinitesi- 


/mal. Although clinging together with all our might, 


as called for by our best 
interests, the road has been 
a torturous one. 

At the moment, it is Brit- 
ain who is under fire. The 
wildcat labor revolt came 
almost simultaneously with 
the announcement of closer 
ties between France and 


followed the Pravda decla- 
ration that Bevin’s speech 
abrogated the friendship 


charge was promptly repu- 


cept the British version. 
Stalin’s belated assurance 
to Britain that the pact is 
intact has only increased 
the agitation. It has not ob- 
literated the fear that Rus- 
sia considers all agreements 
merely scraps of paper. In 
fact, it has added a new 
alarm that this was merely 
a tactical maneuver in a 
prelude to new demands 
that would seek to nullify 
the British-American mili- 
tary reprochement and 
wreck the newly proposed 
British-French entente. 

Using her customary technic when applying pres- 
sure, Russia heightened the suspense early during 
these altercations by announcing a so-called agree- 
ment with Norway, which ostensibly gave her per- 
mission to arm the desolate island of Spitzenburg 
in the North Sea, with its implied threat as a base 
for attack—if— 

The world is getting very tired of these nefarious 
maneuvers, which are always designed to soften up 
somebody—somewhere. No one is fooled by them 
any longer, or believes that Russian motives are any- 


4 tj 
as ys 
Duffy ln the Baltimore Sun 
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°The Teeman Cometh’? 





thing but what they are—an attempt by hook or 
crook to reach the imperialistic objective she is 
fighting for. 

In view of this, it is wise to accept the premise 
that some of these various maneuvers have a relation 
to the conference on Germany scheduled to take 
place at Moscow in March 
of this year — especially 
since General Marshall’s 
attitude is still an unknown 
quantity to the Russians. 
Remembering his differ- 
ences of opinion with the 
British regarding the locale 
and timing for the second 
front, they are bound to 
plumb the psychological 
depth for soft spots. 

As usual, Russia is fol- 
lowing a devious course re- 
garding Germany. It now 
seems, after having refused 
to permit cooperation be- 
tween the various zones, 
Russia is ready to take part 
in a new alignment of the 
three areas. The reason for 
this is very simple—for to- 
day she has no longer any- 
thing to gain by freezing 
her allies out of the terri- 
tory which she has exploit- 
ed to the full. Having re- 
moved all the mechanized 
equipment under repara- 
tion demands, depleted the 
country of its scentists and 
artisans, and its able-bodied 
workers, the Soviets are 
now ready to turn their at- 
tention to the British- 
American zones, where they are seeking a foothold 
which they expect to develop into a dominant inter- 
elbowing out the Western Powers. Russia has un- 
doubtedly worked out a very complete plan for 
est—and, clearly, with the definite purpose of 
“milking” allied occupied territory, following a pat- 
tern similar to that employed in the Russian zone. 

Already hundreds of thousands of Soviet citizens 
have been transplanted to the vast territories newly 
acquired by Russia since the end of the war, in what 
appears to be a major (Please turn to page 523) 
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The technical action is more favorable, but 
still inconclusive in the pattern of the aver- 
ages. Although our “Support Indicator” is 


now bullish, it remains to be seen whether 


By A. T. MILLER 


ar SOME TIME the general range of fluctuation in 
the market has been so limited that a moderate 
sell-off raises the question whether the bear-market 
lows of last autumn may face imminent test; while, 
on the other hand, a few days of quiet rally suffice to 
put the averages back within reasonably close strik- 
ing distance of their December recovery highs. 
Taking its cue from the tape as always, specula- 
tive sentiment has alternatively blown hot and cold 
on not much more than a day-to-day basis. Like a see- 
saw, the daily averages have moved a considerable 
distance up and down since the turn of the year, 
getting nowhere to speak of. Comparing their pres- 
ent levels with the closing prices of December 31, 
the percentage change is insignificant. The charts 
of our composite week'y indexes to date in 1947 do 


Projecting Market’s Trend 


more than an intermediate recovery is im- 
plied. Pending clearer confirmatory evidence, 
we continue to adhere to a_ conservative 


policy, deferring general buying advices. 


not look like much more than straight lines. "The 


combined index of 304 stocks is about 1.3% lower 
than at the close of 1946; the index of 100 high- 
price stocks nearly 2.7% lower, the 100 low-price 
stocks a little over 1% higher. 
Encouraging In Some Respects 

Nevertheless, inconclusive as it may be to date in 
the surface results, the market action—especially 
since mid-January—is certainly more encouraging 
than otherwise. When our :ast previous analysis was 
written a brisk sell-off was in progress. It was neces- 
sary to allow for the possibility of a prompt test of 
the vital resistance levels represented by last Octo- 
ber’s bear-market lows, in view of the disappointing 
character of the performance of late December and 
arly January, and of the fact that 
the market no longer had the aid of a 





MEASURING MARKET SUPPORT 
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seasonal upward bias. At the same 
time the commodity futures index was} 
trending down (it still is), and conjec- 
ture about the scope of the expected 
business readjustment got increasing 
public attention. Yet on that set-back 
the averages held above their previous 
lows by a fairly comfortable margin. 

In a bear market, with the season 
for year-end rally put behind, the 
“normal expectancy” is that the list 
will lose some ground within the second 
half of January, and that it will be 
importantly lower at some time in late 
winter or early spring. Any contrary 
pattern would pose the question wheth- 
er the bear trend had ended at the pre 
vious lows, in this case (to date) the 
lows of October, 1946. 

From this perspective, the mere ab- 
sence of positive weakness at the pres- 
ent time might have hopeful implica- 
tions. Actually, something at least a 
little better than mere’y negative evi- 
dence is presented, for as a result of 
moderate gains over the past fortnight 
all three of the daily averages—indus- 
trials, rails and utilities—now stand 
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considerably closer to their 


recovery highs than to the YEARLY RANGE 


TREND INDICATORS 
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major lows. We do not wish |**Iicomen [100 tow! mws. - 
to over-emphasize this quite eer lca ee 
tentative evidence. Volumeon — |,, 240 
the latest upward move has 
been low, reflecting continu- | a 
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more to the bear side, where- 
as two weeks ago it was the 
other way around. 

An even more important 
technical consideration than 
anything shown by the aver- 
ages—and it could prove de- 
cisive—is the fact that our 
“Market Support” indicator 
gave a Buy-signal in the 
week ended January 18 for 
the first time since the bear 
market got under way. This 
indicator has some good 
points not found in any oth- 
er technical approach to the 
market. For example, when 
a bull market starts, it can- 
not fail to respond with a 
crossing of the two chart 
lines in the proper direction. 
And it gives these “signals” 
not only sooner than they 
possibly can be derived trom 
Dow Theory, but usually 
when the market is relatively 
quiet and the averages are not doing a great deal. 
Thus it gave a Sell-signal in the middle of last July, 
when all of the surface evidence appeared bullish, and 
when it was not possible to predict a bear market 
by abstract judgment of the business fundamentals. 
The market made no significant upside progress 
from that point on, and began to break decisively 
within about five weeks. 

The market’s consensus of what lies ahead and 
what it should mean for stock values is usually wiser 
than the judgement of any individual can be. There- 
fore, a perfect technical indicator would necessarily 
be far superior to human judgement. But perfec- 
tion is, of course, not attainable. As we have ac- 
knowledged before, there are limitations in the use- 
ful applicaion of this technique—as well as in all 
technical approaches to the market outlook—which 
makes it of doubtful validity to follow a Buy-signal 
on an all-out basis without the backing of independ- 
end judgment. Put it this way: There cannot be 
a bull market without a Buy-signal in this indicator, 
but there could be a Buy-signal without a bull mar- 
ket. There is no method, technical or otherwise, by 
which the scope and duration of an indicated market 
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move can be predetermined with sureness. In short, 
what is forecast by the chart evidence on the oppo- 
sie page might be a bull market or it might be no 
more han an intermediate recovery of some propor- 
tions. Only time can reveal which. 


Sensible Investment Policy Now 


Purely on the basis of the “Support Indicator,” 
a case could be made for some speculative buying 
now by only such readers as are temperamentaliy 
fitted for an operation under which the position 
taken would be held if subsequent evidence com- 
firmed a bull trend but would be closed out promptly 
if the reverse proved true. We do not urge this 
course. On the contrary, we believe the conservative 
policy—suitd to most investors—is to wait. We do 
not see how much could be lost thereby, in any event; 
for bull markets, unlike bear markets, are nearly 
always slow starters. On the other hand, something 
might be gained. At the least, there could be more 
assurance if market action were relatively satisfac- 
tory through, say, March-April, than can be had 
now. 

We do not believe that (Please turn to page 522) 
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—What It 


By W. C. HANSON 


A’ WE HEAD INTO a period of postwar readjust- 
ment, one question stands out in bold relief: 
Can we keep the industrial and economic gains 
which we secured through the war, or will business 
eventually slough off to a permanently lower level 
of activity? The answer to that query is of prime 
interest to investors and business men, but it also 
affects everyone with a stake in our national future 
labor, farmers and consumers. 

Looking back over the war and immediate post- 
war period, the records that this nation chalked up 
in production, income, employment, distribution, 
transportation and other phases of our economy seem 
incredible by any previous standards. Under stress of 
national emergency, our industry did the seemingly 
impossible. All of which suggests this corollary 
thought: Can we attain high production, employment 
and income only under the impetus of war, or can we 
eventually duplicate these feats in times of peace? 
Underlying all such thinking is the central issue of 
whether our economy has reached the limits of its 
growth, or whether further expansion lies ahead. 

In attempting to scan the far-distant horizons, it 
is very easy to fall into errors of extreme one way 
or another. In the late nineteen twenties, the chief 
fallacy of the time was that we were heading into a 
“new era” of fantastic prosperity and perpetually 
high security prices. Just a decade later, the doleful 
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“aging economy” 
was being preached, 
to the effect that the 
nation had reached 


idustrial maturity, 


there would be no 
more economic “‘fron- 
tiers” to be exploited, 

The error of the 
“new era” was pain- 





doctrine of an 





its final phases of in-|7 


and that henceforth! 





fully exploded by 
the depression years| 
that followed. 'The| 
fallacy of the “aging; 
economy” was re 
futed by American 
industry’s perform- 
ance during the war. 
Harmful as the war 
was tn other re- 
spects it nevertheless 
provided our econ- 
omy with a tremend- 
ous boost, which will 
leave its imprint up- 
on American  busi- 





ness for decades ti| 
come. Despite oui 
losses mm lives and re- 
sources, the United 
States emerged from 
World War IT in 
dustrially strongei 
than at any time in its history, and infinitely better 
off than any other belligerent nation. The shatter- 
ing of the economic structure of the Axis nation 
needs little elaboration, and will effectively check 
Germany, Italy and their immediate satellites for 
decades to come. Japan’s industrial capacity i 
more intact, but will be under Allied governorshiy 
and rigid control for as far ahead as anyone can nov 
forsee. 

Among the Allies, Britain’s economy was left tot: 
tering after the war, with results that we are onl 
beginning to perceive—a Socialist administration 
an “austerity” standard of living, and depleted 
finances. Paradoxcally enough, the smashing of Ger 
many was an indirect blow to Britain, as it elim 
inated what had once been one of her major markets. 
France’s postwar economy is further beset by politi 
cal instability, and will take a long time to recover 
While Russia’s productive capacity is said to hav 
been augmented during the war, the losses she sus 
tained in her western areas and industries will retaré 
her rate of progress for awhile. 

All of which leaves the United States as the only 
major power to have survived the war with substan; 
tial gains in industrial capacity and efficiency. Ii 
also left us with stupendous problems, which will be 
discussed later. 

In appraising our economy as it stands today ant 
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in evaluating its future, one fact stands out as 
vitally important: The United States is still a young 
country in every sense of the word, it has great vital- 
ity, and is a long way from the industrial senility 


ed) that yesterday’s discredited prophets were so avidly 
es of in-| 


preaching. One very significant fact is the sharp 
rise in our population wihich came about largely 
through the war, and which will have continuing 
repercussions for years to come. Reflecting wartime 
marriages and the natural growth in our population, 
some 4,000,000 new family units have been added to 
our national total, bringing the aggregate to some 
39,000,000 family units. All of which means a com- 
mensurate increase in our domestic market for goods 
and services. 

What’s still more important, this growth in our 
population is expected to continue until somewhere 
between 1970 and 1990, after which it might level 
out and possibly decline. That length of time, of 
course, is well beyond the interest of any of us in 
this year of 1947, but it is brought out merely to 
show how far ahead the probable peak of our popu- 
lation growth still lies. 

Still another significant thing about our popula- 
tion rise is that the United States is the only major 
power expected to show an important population in- 
crement in the neat twenty-five years except the 
Soviet Union, a prospect which will have far-reach- 
ing political and social influences on the world a 
generation hence. By contrast the United Kingdom, 
Germany, France, Austria, Belgium, Czechoslovakia, 
Switzerland, and Sweden, are expected to show a 
gradual population decline in the next two or three 
decades, and much the same may be true for Poland 
and similar areas heavily devastated by the war.* 

Returning to our domestic scene, we find a cour- 
try with increased population and augmented indus- 
trial resources, and oe- 


tion were reported lost through the round of strikes 
and material shortages, transportation delays, ete. 
which characterized last year. Granted reasonable 
freedom from such tribulations in the year ahead 
the industry is expected to set another peacetime 
record in 1947, according to steel experts. These 
forecasts are based upon the unprecedented volume 
of order backlogs which the steel mills have carried 
into 1947. While no industry-wide figure on such 
backlogs has been tabulated, industry officials state 
that new orders would be only partly satisfied if mill 
operations this year were to run even as high as 
80% of capacity (which capacity now stands at a 
total of 64,648,000 tons of finished steel.) 


Public Utilities 


Another example of remarkable long term expan- 
sion is the public utility industry, particularly in 
the electric energy and natural gas divisions. As 
the accompanying table shows, electric power out- 
put, as measured by kilowatt hours was rising 
sharply in the pre-war era, establishing new records 
year after year, and advanced to a still greater 
height in 1946. Since this basic industry supplies 
the motive power for an expanding economy, the 
power production curve will continue to climb in the 
years ahead. Natural gas production is also rising 
impressively, although the actual year-to-year rate 
of increase is less dynamic than it was in the late 
nineteen thirties, when pipelines were being pushed 
at a vigorous pace. Still, the growth trend will con- 
tinue substantial for a long time to come, as present 
plans call for extending pipelines into vast new 
areas, especially in the industrial midwest. 

A rather interesting trend is seen in the case of 
manufactured gas, which some observers had felt 
was on the downgrade. But the actual figures do 





cupy a position of world 
leadership. But the coun- 
try’s economic expansion 


EXPANSION IN OUR POPULATION & INCOME 





can be measured in other 
ways as well. Take, for ex- 
ample, the long-range 
trends in basic industries 
like steel, electric power 
output and fuel produc- 1900 
tion. 

After having scored sev- 
eral successive production 1910 
records over the past two 
decades, the steel industry 
hit a new production peak 1920 
of 66,000,000 tons in 1946. 
Actually, total output 
could have passed the 80,- 
000,000-ton mark, as some 
16,000,000 tons of produc- 


*From ‘‘The Future Population of 
Europe and the Soviet Union. 
Population Projections, 1940-1970’ 
by Frank Notestein and others of 1947 
the Office of Population Research, EST. 
Princeton University; League cf 
Nations data, as summarized in 
National Industrial Conference 
Board’s Economic Almanac. 
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not seem to bear out this opinion, as gas output was 
on the increase in the pre-war period, and is now at 
an all-time peak and destined to go still higher. 


Long Term Growth 

In charting the long-range progress of our na- 
tional economy, the question of national income in- 
variably arises. When this sum total of all wages, 
salaries, dividends and other forms of income in- 
creased to $83.3 billions in 1929, it was ac- 
claimed at that time as stupendous. But this figure 
was surpassed by a wide margin in 1941, when na- 
tional income rose to $96.9 billions, and from that 
level the trend has been upward steadily until the 
all-time high of $165 billions was reached last year. 
For 1947, the income figure is going to dip—but 
only moderately, to possibly $155 billions or a little 
lower. 

All of which raises a most important point: Since 
our economy is still expanding, national income may 
well reach new record levels eventually in the years 
to come. In a decade or more from now, an income 
total of $200 billions may be relatively normal, 
whereas now it seems fantastic. 

Speaking about national income, it may be well 
i» take a look at one of its chief components, namely, 
.arm revenues. We have all heard so much about 
ihe economic importance of the farmer and his pur- 
-hasing power that the point needs little emphasis 
jere. But the stratospheric levels to which farm in- 
come climbed in the war and immediate post-war 
period may not be sustained in the next few years. 
As in World War I, the nation’s farmers played a 
vital role in feeding our Allies during the war and 
in aiding in world reconstruction afterward. The 
record demand, plus high prices, yielded huge sums 
of revenue for the farmers in both periods, with a 
much higher level attained in World War II. How- 
ever, this situation could not go on indefinitely, for 


‘| 
eventually, that is, two or three years from now,| 
foreign needs will be less urgent. Net result prob- 
ably will be a total farm revenue sharply below our | 
current high level and somewhere above the 1939- 
1941 average. Once this readjustment has taken 
place, the trend of farm income may head upward 
once again gradually, since the farmer’s economic 
position is improving constantly, and his produc- 
tivity is rising through more efficient operation. 

One hint on future expansion is to be found in the 
trend of consumer savings, for it is largely out of 
such accumulated capital that purchases will be 
made and new investments extended. The trend of 
savings on the part of the American people is en 
couraging. Note, for example, the steady rise in life | 
insurance outstanding, as indicated in the accom- 
panying table, which shows a healthy year-by-year 
growth prior to the war, and a sharp rise during and 
just after it. Bank accounts and other forms of 
saving are far higher than pre-war. 

Our rate of saving (which is the amount saved 
during a given year) fell in 1946, as was to be ex- 
pected. Last year, the American people laid aside in 
their bank accounts and other forms of savings some 
$15 billions, compared with the record-breaking 
savings in the war years. One would not be too sur- 
prised to see a further modest decline in savings in 
1947, but in any event, this year’s figure should still | 
compare very favorably with the pre-war average. 





Foreign Trade 


New peacetime records in foreign trade are ex- 
pected, at least for 1947 and 1948, though beyond | 
that it is hard to predict the exact outcome. Foreign 
trade analysts predict exports of some $11 billions 
and imports of about $6 billions this year, compared | 
with $10 billions and $5 billions, respectively, in | 
1946. However, one is inclined to wonder how long 
the uptrend in our foreign trade can continue with- | 












































































































































prices of farm produce are coming down, and out at least some (Please turn to page 520) 
| 
Charting the Growth of Our National Economy | 
1947 | 
ee __1920 +1929 ~=©1931_~=—_ 1939S 1940S 1941 =: 1942 1943 1944 1945 1946 Est. | 
National | Vv es 69.5 83.3 545 708 7 TaB. 96.9. 422.2 149.4 160.7 161.0 165 155 | 
Gross National Product Vo ..-cswcccsssensnne 85.0 99.4 72.1 88.6 97.1 120.2 152.3 187.4 197.6 197.3 200 | 
Life Insurance Outstanding Vaccum 42.3 103.1 108.9 193.9 117.8 124.7 130.3 140.3 149.1 154.9174. | 
Total Individual Scvings \V/ 241 49.7 49.2 63.7684 75.48.7134. 187. — i 
Yearly Individual Savings Vv .... 90 88 54 6.0 i “m2 es se 
Currency in Circulation * VV .... 5.2 4.5 4.5 7.0 5 Se 9.6 12.4 17.4 22.5 26.7 28.1 
Farm | Vv sities 2G Mh eA 8.7 9.1 1.7 160 20.0 21.0 21.6 27 26 | 
National Debt * V : 24.3 16.9 16.8 45.9 48.5 55.3 77.0 140.8 202.6 259.1 —269.9t | 
Exports V eee we er 3.1 3.9 5.0 8.0 12.8 14.2 9.6 10 ih 
Imports bindin 53 44 2.1 2.3 2.5 3.2 2.7 3.4 3.9 4.1 5 6 
Electric Energy Output (million KWH ene 39.4 92.2 87.4 127.6 141.8 164.8 186.0 217.8 230.7 222.4 217.80c10 ..... 
Natural Gas Sales (million m.c.f.)..........00008 sss 914 1,330 1,440 1,610 1,775 2,000 2,178 2,179 2,192 
Mfd. & Mixed Gas Output (milllion m.c.f.).. _ ...... we 354 359 388 404 =—s_—- 428 463 478 532 558 
Steel Production (millions of short tons)...... 46.2 61.8 28.6 52.8 67.0 83.0 86.0 89.0 89.6 79.5 66 80 
* As of June 30 of the year indicated. t Ste onl 1946 National Debt was $259 Billion. m.c.f.—thousand cubic feet. 
V Billions of Dollars. Ocl0—For 10 months ended October 31. 
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= enormous economic _ losses 
caused by strikes during the 
period since the cessation of hostili- 
tices is staggering. The Bureau of 
Labor Statistics reveals that dur- 
ing the first nine months of 1946 
there were 98,225,000 man days 
lost because of strikes. That’s an 
all-time high and compares with an 
average of 13,630,000 man days 
lost in the corresponding periods during the years 
1935 to 1939. These figures indicate a loss to 
workers of at least $750 million in wages. This is 
appalling and it is only part of the story. They 
cover only the direct wage losses as a result of 
strikes. They do not include collateral losses of 
wages and profits in trade and service industries, 
nor do they include the production and wages lost 
in industries forced to shut down because of strikes 
outside their own plants. Losses of this kind are 
stupendous. The accompanying chart estimates 
the man-power hours lost because of strikes for the 
full year 1946 at 113,000,000 and graphically illus- 
trates the very 
sharp increase 
in this figure 
over the past 
few years. 

America 
with only 6% 
of the world’s 
population 
produces 25% 
of the world’s 
goods and pos- 
sesses 50% of 
the world’s 
wealth. 

We proved 
during the 
war that we 
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To establish our form of Democracy for all the world 
to envy, a formula must be found to avoid labor strife. 



























































could produce in quantities that staggered the 
imagination of the entire world. We need that pro- 
duction now. 

Harmonious labor-management relations is the 
key to increased production and for that matter to 
our entire economic future. 

Labor must recognize that private enterprise 
means that management possesses the right and 
responsibility of directing and managing the opera- 
tion of industry. Also, that it is within the province 
of management to determine policy in the operation 
of private enterprise. Labor must recognize that 
private enterprise is quite naturally motivated by a 
desire for profit and is entitled to a fair and reason- 
able one. Must recognize, too, that it is the millions 
of stockholders who supply the necessary capital for 
industry and they are entitled to a fair and con- 
tinuing return on their savings, thus ventured. Poor 
industrial earnings will not permit management to 
set aside funds for expansion and for badly needed 
working capital. And, no production results in no 
profits and no wages. 

All intelligent management recognizes that free- 
dom of enterprise implies no license for the exploita- 
tion of the worker. The right of workers to organize 
and bargain collectively is basic and should not be 
violated but labor leaders should possess no arbi- 
trary and dictatorial rights. Labor’s gains were not 
cheaply won. Its struggle has been a long, hard and 
bitter one. Today the American worker, without 
question, enjoys the best standard of living of any 
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worker in the world. The American worker is en- 
titled to a fair day’s pay for a fair day’s work. In- 
deed, there is no reason why his share of profits 
shouldn’t be sufficient to support his present stand- 
ard of living and gradually to raise that standard. 

Our gr eatest hope i is that labor and management 
will be ‘brought to the realization that the best in- 
terests of everyone will be served by their coopera- 
tion to produce efficiently and fairly share in the 
results of their efforts. 

There have been labor excesses, too well publicized 
to mention here. Compulsion will not correct these 
or accomplish industrial harmony. Neither will the 





ey 


free reign of complete irresponsibility for the na/ 
tional welfare on the part of a minority represented 
by the labor group. 

It is essential that the labor-management problem 
be solved and solved soon. Neither this country 
nor the world can afford our present tendency to 
drift an uncharted course. 

To assist in charting this course, we are submit 4 
ting a program for achieving industrial harmony.) 
We wish to emphasize that it is not intended or be- 
lieved to be all inclusive. 

The program :— 
















1. Labor and management declare a truce for a} 
period of one year during which labor will endeavor ' 
to increase production and management continue to| 
employ its best efforts to increase efficiency. The} 
production during this period should bring prices) - 
down which will increase the purchasing power of| 
the dollar thus acting as a real increase in labor’s) 
wages during this period and beyond. 

During the period of truce labor and manage- 
ment call a convention to arrive at ways and means| 
of settling their differences without destroying in| 
any way the basic organizing and bargaining rights| 
to which labor is justly entitled and giving full con- | 
sideration at all times to the preservation of demo- | 
cratic processes, free enterprise, individual human 
dignity and a continued or improved high standard 
of living. 


3. Labor and management to agree on the follow- 
ing or substantially the following, which are con- | 
sidered essential to the settlement of their disputes. 

‘(A) Federal licensing of all labor unions and as | 
conditions precedent to the granting of such licenses | 
and the maintenance of same, the following or sub- | 

stantially similar provisions 
be observed. 
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MEASURING TOLL OF STRIKES 


MAN DAYS LOST IN STRIKES 
100 (IN MILLIONS OF MAN-DAYS) 


1944 





(1) Nomination and 
election of all union officers 
by secret ballot and in full 
accord with our democratic 
principles, with limitations 
on the length of terms, as 
well as the number of terms 
to which an individual may 
be eligible to serve. 

(2) No person to be 
eligible to hold office who is 
the member or proved sup- 
porter of any party or or- 
ganization which advocates 
the suppression of civil lib- 
erties. 

(3) Provision for re- 
moval from office of any of- 
ficer found guilty of dis- 
honesty, malfeasance or is 
adjudged incompetent to 
fulfill the tasks of his office. 
The charter of each union 
to set forth the procedure 
(Please turn to page 522) 


1946. 


1945 
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I N APPRAISING the wave of stock split-ups number- 
ing more than 200 during the year 1946, several 
significant features stand out clearly, yet are sub- 
ject to varying interpretation. Investors and secur- 
ity analysts, whose experience goes back to the bull 
market of the late 1920s, or earlier, recognize many 
of these features as the same thing over again, yet 
varying in certain respects, which explains the sharp 
differences of opinion now being expressed as to the 
real motives behind the splits, and the probable long- 
term effects upon shareholders. 

The primary or apparent motive for dividing 
stocks by issuing additional shares to present share- 
holders in proportion to their holdings of old shares, 
is to lower the market price of the shares (particu- 
larly if it has risen very high), thereby making the 
stock more attractive to investors and widening its 
distribution. For reasons purely psychological, the 
average investor shies away from a stock selling at, 
say, $150 per share, yet would readily buy stock in 
the same company selling at $30 per share, even 
though the latter represents exactly one-fifth of the 
former in book value, earnings and dividends. While 
everyone knows that if he changes a $5 bill for five 
$1s he still has the same amount of money—no more 
and no less—this reasoning does not hold in most 
cases when applied to stock. 


Rapid Growth 


Behind this primary motive for stock splits is gen- 
erally a growth factor. Most companies that have 
split their stock have grown much faster than the 
average in volume of business and in earnings. Their 
expansion may be financed, aside from borrowing 
one either short or long-term, by retaining a substan- 
tial portion of earnings, or by paying out earnings 
and then giving “rights” to shareholders to sub- 
scribe to the purchase of additional stock from time 
to time. 

The growth factor in companies that have chosen 
to retain earnings, thereby building up sharehold- 
ers’ equity, and in 1946 subdivided their stock into 
a greater number of shares and lowered the price 
proportionately, may be seen from the accompany- 
ing list. This shows for 25 large and representative 
organizations, the terms of the splits, the compara- 
tive sales in 1935 and 1945 (or fiscal years 1936-46), 
and the percentage increase. 
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POTENTIAL 
1947 CANDIDATES 


Even a casual glance at our table will disclose to 
what significant heights the prices of some shares 
would have risen—in theory at least—had there been 
no split-ups, and in comparison with peak prices 
established in 1929. But, as always happens, out- 
standing exceptions to the general course must be 
noted. On a comparable basis with 1929, shares of 
Canada Dry Ginger Ale, South Penn Oil and Hiram 
Walker are now selling at a lower rather than a 
higher level. This fact reveals the danger of relying 
too heavily upon statistics, for by no stretch of the 
imagination could any change in business fundamen- 
tals account for the variation. All three of these 
concerns have enjoyed substantial growth charac- 
teristics during the period under review. The best 
explanation probably is that during the base year 
when speculation was rampant, the 1929 price levels 
in these cases were pushed way above any rational 
limits. Nor does the comparison warrant any con- 
clusion that these shares are now necessarily under 
priced, in weighing them against the 23 others on 
the list. Only ‘a careful analysis of their current 
relative merits can establish a basis for selectivity. 








Sales Expand 


It will be seen that this group of well-known com- 
panies had an expansion in volume of business from 
$938 million in 1935 to $3,797 million in 1945, an 
increase of over 300%. The figures reflect the ac- 
quisition of other companies, as well as growth from 
within. Excluding the 4 distilling companies whose 
600% increase reflected the rapid expansion of that 
industry following the repeal of prohibition, the re- 
maining 21 other companies had a ten-year increase 
of almost 200%. This is considerably a higher rate 
than the average increase of industry generally, over 
that period. 

Terms of the stock-split among these 25 com- 
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panies varied from 5 new shares for each 4 old shares 
held (equivalent to 1.25 for 1), up to 5 for 1, and 
averaged about 2.7 for 1. 

Among the more than 200 split-ups last year, the 
division in several cases ran as high as 10 to 1. 

In the case of many other corporations, stock divi- 
dends were paid—usually a fraction of a share for 
each share held—which differ from split-ups only in 
degree. Certain corporations have for years followed 
a policy of paying annually a small stock dividend in 
addition to their regular cash dividend, thus regu- 
larly increasing the number of shares of stock out- 
standing and holding down the price. 


Wider Distribution 


The aim of achieving wider “distribution” of a 
stock, i.e., increasing the number of shareholders, 
merits some examination, both as to the reasons for 
wider distribution, and as to whether wider distribu- 
tion will actually have the effects desired. It is gen- 
erally believed that wide distribution of a stock is a 
good thing for the company and its shareholders 
that it makes a more active market, tends to reduce 
wide fluctuations, creates good-will by drawing in 
more owners, encourages purchase of stock by em- 
ployees, enhances the company’s investment stand- 
ing, facilitates the’raising of additional new capital. 
improves the company’s credit rating, etc. These 
commendable aims are strongly supported by the ex- 
perience of the past. 

It must not be overlooked, however, that wide “‘dis- 
tribution” in some cases may back-fire upon the 
shareholder. He should be interested in knowing, for 
example, whether the distribution is being broadened 
for the general purposes enumerated above, or 
merely to permit the liquidation of large blocks of 
stock held by retired partners or their estates, or 
(still worse) a means for “insiders” to “unload” in 
anticipation of a slump in earnings. And he would 
like to know, but seldom can tell in advance, whether 
the price of the split-up stock might in a bear market 
sell so low as to cause the company to lose friends. 

More than a score of America’s largest industrial 
companies, each reporting in 1929 net income of 
$10,000,000 and upwards, found their stocks selling 
in April 1932 at from $2 to $10 per share—which 
was not a particularly good advertisement as to their 
business—or their financial condition. Some of the 
public utility systems spent a great deal of money 
and effort in selling their securities to their custom- 
ers, but had an unhappy experience when dividends 
were omitted and bond interest defaulted, discover- 
ing that irate customer-shareholders can be far more 
troublesome to deal with than institutional investors. 





Earnings Gains 


In the case of certain companies whose earnings 
literally soared in 1946, due to the tremendous ac- 
cumulated demands for their products and the tem- 
porary absence of normal competition, it is quite 
possible that their decision to split the stock may 
have taken into account, among other considera- 
tions, the fact that less attention on the part of labor 
and the public is attracted to their record earnings, 
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dividends, and stock price, when the equity is sub- | 


divided into a much greater number of shares. This 


is because high share prices are still, in the minds of i 


many people, the mark of “blue chip” companies. 
Most labor leaders would point with scorn to earn- 
ings of, say, $24.74 per share, as proof of “excessive 


profits” that justify increasing wages, whereas if | 


earnings were but $4.95 per share (after a 5 for 1 
split) they might seem only reasonable. 


Speculative Factor 


Last, though by no means least in the motives be- 
hind stock splits, is the speculative factor—the de- 
sire of certain interests to stimulate trading activity [ 
and advance prices. For doing this, the stock split [ 
is an ideal device, and probably as old as security [ 
markets themselves. In the great bull movements of [| 


the 1920s it was a prominent phenomena, charac- 
terized by the familiar rumors based upon “inside 
information” of a proposed split (in those days 
spoken of as “cutting a melon”), with the market ad- 
vancing on increased activity until the public an- 
nouncement, continuing to advance until the new 
stock was actually issued, then after the price 
dropped to adjust for the split, promptly starting 
to climb again. There is a strong historical prece- 


dent that following a split, the combined value of | 


the new shares usually rises above that of the old; 
to buy on a split was regarded as almost a sure way 
to make money. 

Most precedents in the stock market, however, as 
elsewhere, are sooner or later broken, or at least 


found to be subject to a great many exceptions, and | 
that is what happened in 1946. A prominent ana- | 
lyst, in a comprehensive analysis of the subject in | 
the Commercial and Financial Chronicle last Octo- | 


ber stated: 


“From this study it may be concluded that the 
trend toward split-ups in 1946 in some cases was | 


overdone. Close students of the market hardly could 
have failed to observe that split-ups gradually lost 
their potency in stimulating higher prices. In 1945 
practically every split-up was followed by the sub- 
divided shares selling at higher prices than the 
equivlent shares which they originated. This trend 
continued with moderately less emphasis through the 
first quarter of 1946, but by the end of the second 


quarter of 1946, stocks ceased to be responsive to f 


split-up announcements.” 


Shareholders Increase 


This statistician’s analysis referred to a similar 
study he had made 17 years ago of stock distribu- 
tion following split-ups, showing that the number of 
shareholders doubled or increased many-fold in the 
case of such companies as Montgomery Ward, Gen- 
eral Motors, National Biscuit, Packard Motor, At- 
lantic Refining, and United Gas Improvement, but 
in his conclusion stated: 

“The long-range influence of the 1945-1946 split- 
ups hardly can be stated at this early date. There 
is little evidence, however, that they resulted in any 
such rapid increase in stockholders’ lists as that 


which followed the 1920-1929 splits. The splits were 
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too numerous, and in some cases resulted in too low- 
priced shares. The public was not as avidly en- 
gaged in speculation.” 

The market performance of the split stocks of the 
25 representative companies given in our table 
above shows that the average market prices of the 
group on January 2, 1946, adjusted for the subse- 
quent split (and excluding one unusually high- 
priced issue) was around $32, (or $85 before the 
split); while the average based on closing prices 
January 15, 1947 was $31, a decline of 3%. Dur- 
ing the same period, however, the Dow-Jones aver- 
age of 30 industrials declined about 10%, so that 
this group still did somewhat better than the market 
as a whole. Of the 25 companies, 14 showed declines, 
9 increases, and 2 were practically unchanged, as 
indicated below: 


PRICE CHANGES OF 25 STOCKS SPLIT IN 1946 
(Closing Prices Jan. 15, 1947, Compared With 
Prices Jan. 2, 1946 Adjusted for Splits) 
Prices Higher Prices Lower 
Food Fair Stores Amer. Home Products 
Hazel-Atlas Glass American News 
Inland Steel Brown Shoe 
Inter. Business Machines Distillers Corp. 
International Silver Federated Dept. Strs. 
G. C. Murphy Hercules Powder 
South Penn Oil Kimberly-Clark 
A. EF. Staley Marathon Corp. 
Sunshine Biscuits Monsanto Chemical 
National Distillers 
Reliance Mfg. 
Schenley Distillers 
United Rexal Drug 
Hiram Walker 


Prices Unchanged 
‘anada Dry 
Paramount Pictures 


From the standpoint of the shareholder, the ulti- 
mate test of the effect of the split-up would seem to 
be whether or not the company continues to grow. 
If it does, the subdivision of stock from time to time 
is a convenient means of increasing its capitalization 
and holding the price of its shares at reasonable 
levels. Many of the leading American enterprises 
have in fact split their stock again and again over a 
long period of growth, without which the relatively 
small number of shares with which they originally 
started would be selling at unwieldly and almost 
fantastic prices. 

The real danger would appear to be in companies 
that do not have a long-term growth factor, but 
which have enjoyed only a temporary spurt, such 
as handling large war contracts, and now want to 
distribute their stock while good current earnings 
are being reported. In such cases there is no doubt 
justification for the critical terms applied to split- 
ups as “inflation of capitalization” and “dilution of 
shareholders’ equity.”” Whenever the officers and di- 
rectors of a company, particularly a small company, 
give too much of their interest to the company’s 
‘apitalization and the action of its stock in the mar- 
ket, and to financial affairs generally, there is 
danger that they may not devote sufficient attention 
to its business of producing and distributing mer- 
chandise, and building a sound organization that 
will endure and prosper in the years -to come. 

Finally, a word as to possible stock splits that 
might come in the next (Please turn to page 520) 







































































Ten-Year Sales Increase of 25 Leading Companies that Split Stocks in 1946 
. Comparable 
Split Annual Sales (Millions) price without 
1946 1935 1945 % Change High 1929 High 1946 

Amer. Home Products Corp.................. 3-for-1 $16 $109 +581 855 355% 2224 
Amer. News Co. 2-for-1 44 152 +245 31Y2 (1937) 60 120 
Brown Shoe Co.* 2-for-1 24 55 +129 512 45% 88/2 
Canada Dry Ginger Ale* ...................... 3-for-1 10 38 +280 98%, 18 6612 
Distillers Corp.—Seagrams* .................. 5-for-1 61 477 +682 49%. (1933) 30 175% 
Federated Dept. Stores*® ...........0.....00000.. 2-for-1 92 234 +154 4612 34/2 9312 
Food Fair Stores, Inc 4-for-1 6 61 +917 19% (1940) 23% 111% | 
Hazel-Atlas Glass Co. ......c.ccccccesseeeeseceee 5-for-1 26 52 +100 133 34% 173% 
Hercules Powder . 2-for-1 30 101 +237 1012 72% 31733 
Inland Steel 3-for-1 63 217 +244 131% 445 1782 
infer. Bus. (MaGh. Cons cnicccccccscasscctscscess 5-for-1 22 142 +545 255 250 595 
International Silver Co. ............:ccsseceee .  4-for-1 11 37 +236 1591/2 6012 242 | 
Kimberly-Clark Corp. ............. ERE EE se -  2-for-1 20 57 +185 59 30% 75% | 
Marathon Corp.* .... 2-for-1 #10 32 +220 6 (Ask) 42 (Ask) 1362 | 
M to Chemical 3-for-1 25 95 +280 119 61 5821/2 
G. C. Murphy Co 4-Tor-1 32 % +200 90 49 7062 
Natl. Distillers Prod. Corp.................:0 3-for-1 53 386 +628 35% 32% 72133 
Paramount Pictures, Inc 2-for-1 93 162 + 74 2834 (1937) 39% 155% 
Reliance Mfg. Co 2-for-1 14 37 +164 35/2 (1937) 27% 60 
Schenley Distillers Corp.*.................00 10-for-7 82 644 +685 56% (1935) 100 342 
South Penn Oil Co 2-for-1 13 28 +115 601s 39 58/2 
A. E. Staley Mfg. Co..........ccccessssssssees 2-Tor-7 16 78 +387 4% (Ask) 47/2 (Ask) 1914% 
Sunshine Biscuits, Inc 2-for-1 37 81 +119 87s 56/2 115% 
United Rexall Drug 2-for-1 83 158 + 90 18% (1934) 19% 48% 
Hiram Walker-Good. & Worts*............0 4-for-1 55 267 +385 95% 29% 32 

Total 4 Distillers 3.4 251 1,774 +607 

Total 21 Others 2.6 687 2,023 +194 

Total 25 Compani 2.7 $938 $3,797 +305 
* Sales for fiscal years 1936 and 1946. + Estimated. 
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FIRST TEST of Republican organization’s ability to 
hold its votes in line on a policy measure will come 
on the bill to renew reciprocal trade agreement pro- 
gram. The majority party is certain to lose some of 
its supporters, for sectional interests will figure im- 
portantly. The trade agreement program always 
has drawn Republican votes in the past; in years 





WASHINGTON SEES: 


Return of margin trading to the stock market 
was at least as important for its implications as 
it was for the change which it effectuated. It 
was based upon the achievement of a long 
cherished hope. Marriner S, Eccles, chairman 


"Inflation has run its course," 


Only one short year ago, market conditions 
reflected in official reports reaching the Reserve 
Board were such that margin requirements were 
placed at 100 per cent. Then, the board said, 
inflationary pressures had reached dangerous 
proportions. Actually, the market was on a 
cash basis and the order was nothing more than 
a mild deterrent thought advisable because so 
much money was seeking an outlet of a specu- 
lative nature. 

It is important in examining the causes and 
effects of the latest order to appraise Eccles’ 
explanation. It was not issued, he pointed out, 
with exclusive reference to the movement of 
stock prices but with regard to its effect on the 
general business situation. Since wide swings 
in the use of credit in the stock market accen- 
tuate business booms and depressions, the 
Board aimed to moderate the effects of busi- 
ness ups and downs by using means within its 
power to expand or contract the use of stock 
market credit. But Eccles, wisely, is not guar- 
anteeing the future; says fiscal and labor-man- 
agement policies, and what the general public 
thinks about business prospects will have more 
effect that a modest liberalization of margin 
requirements. 








By E. K. T. 


of the Federal Reserve Board, put it succinctly: F 








when they really weren’t needed to insure passage. 
Republican leadership this time will have as an ally 
one of the largest anti-tariff cut lobby in decades. 
It will soon come out into the open. 


PRESIDENTIAL BOOMS can be flattering things, and 
they can be downright annoyances, or even danger- 
ous. Probably falling into the last of these cate- 
gories are the “drives” now going on to propel 
Secretary of State George C. Marshall and General 
Dwight Eisenhower to the top political brackets. 
Both have seriously tried to down the talk, but it 
will not down. Result: all that Marshall and Eisen- 
hower do from this point out will be examined for 
possible political implication. Each realizes his effec- 
tiveness in his present job is being lessened by the 
talk. But they’re helpless. 


FORD MOTOR price cut took the headlines but more 
important to the Washington students of economics 
was the fact that simultaneously agricultural prices 
were continuing the downward trend and pointing 
to a welcomed relief to consumer budgets at the area 
of hardest impact—food. Sharp fluctuations aren’t 
expected; the unusually heavy crop expectation will 
continue to squeeze inflation out. Dependency of the 
farmer upon general prosperity for his own financial 
stability is recognized in the agricultural belt. It 
will postpone, or prevent, calls to Washington for 
aid. 


PRIMARILY to meet a necessity, but secondarily to 
“serve notice” where it will do the most good, Con- 
gress is determined to extend for one more year the 
authority to import labor. The current regulation, 
expiring June 30, is taken advantage of chiefly by 
western agriculture, which dips into the Mexican 
market for experienced farm hands. Hearings on 
overall labor legislation will begin soon but there is 
little expectation of any lawmaking before the latter 
part of April. Objective on which Congress and the 
White House see eye-to-eye, is to put the employer 
back on an equal trading basis with the unions. That 
will involve cancelling out the effect of many NLRB 
rulings. But the right to strike, closed shop, and 
checkoff will continue. 
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Republicans are floundering in the senate. Thexge 
are too many leaders, apparently no one truly leading. It 
hasn't had serious consequences as yet because there 
hasn't been any important legislation readied for action. 
But it can turn out bad for the party. 
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senator Taft holds the chairmanship of the 
Majority Policy Committee — potentially the most powerful 
job in the Senate. But he isn't majority leader; Senator 
White is. And the Majority Conference Committee — only 
policy organization to which all Republican Senators 
belong — is headed by Senator Millikin. 






































The party holding the White House inevitably has 
an advantage in organization. There's a leader who 
interprets the Presidential wishes — Senator Barkley in 
Party men may go along, or otherwise. But at least they're not in 

















Se oS, 


Favorable omen is creation of the new Americans for Democratic Action — 
liberal organization positively barring communists and their sympathizers from 
membership. Control now is too topheavy with New Dealers to win bipartisan support 
in Congress, but correction is promised. Republicans are watching — interested. 




















Wilson Wyatt, Chester Bowles, Leon Henderson and Eleanor Roosevelt are key 
persons in the setup. Flat disavowal of political ambition by way of creating a third 
party has added prestige, launched ADA without the cloud of suspicion which silence 
on that point would give rise to. 














Organization keynote is that communists aim to dominate or to disrupt and 
destroy, therefore are reactionaries rather than the liberals they profess to be; that 
social legislation, firm economy, protection of civil liberties, an internationalist 
policy — all these, and other things, can best be helped under the traditional 
American system. 























President, Truman's assertion federal funds for war veterans must level off 
at their present point hasn't brought the veteran bloc into line. Its answer was to 
create a formal organization out of the loosely tied group of 175 war veterans now 
serving in Congress. There was no effort to disguise the purpose — "pressure." 
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Immediate result was attempts by house members on both sides to avoid service 
on the Veterans Committee. All realize only a minor fraction of the demands will be 
translated into law and they don't want to be blamed. Republicans, particularly, 
are wary. Most bills call for appropriations, very large ones, and the GOP is committed 
to tax reduction and balanced budget. 














There are five outright bonus bills alone. Cost would be between 10 and 20 
billion dollars. The veterans bloc will seek to put the quietus on all cf them... 
until action is had on cash for terminal leave bonds now held by the GI's, and a 
more generous allowance for veterans in training. 














Summary of present requests sponsored by Congressmen (the vet, organizations 
haven't spoken officially yet) includes bonus; cash for terminal leave bonds; 
higher disability compensation; rewriting of the GI bill of rights with accent on 
generosity; free cars for all amputees — not, only the legless; extension of educa— 
tion, loan, training and other features of the GI bill to widows of veterans; income 
tax refunds and exemptions. 
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sent to the British Parliament by the Attlee Government. They're afraid it.might 
Supply a model for Capitol Hill. 











Here are the major provisions: it decrees that the value of all land to its 
owner is frozen at its present price; no one may change the use to which land 
is put without government permission; profits from increased land value go to the state; 
no one is entitled to draw compensation because he is refused permission to develop 
his land; no one in the future has the right to make a profit by putting the land to a 
new use. 














its penny-wise attitude toward aviation controls. Inquiry by the lawmakers will 
spotlight the fact that the subject of air safety has been only lightly touched, not 
deeply probed. Result will be outlay of more money, by the government and by the 
aviation companies. Present financial condition of many of the lines means the 
Treasury will have to pick up the check for an indefinite period. 














Lamentable fact is that safety devices and methods developed by the military 
forces during the war aren't being placed in civilian use fast enough. Again, money 
— or the lack of it — is the cause. Congress appears intent not only upon finding 
the facts, but also upon proceeding to use them. 
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running into trouble. Pressure from within his own party forced him to detour from 
- his plan for a 20 per cent across—the—board slash in the income levies; now he finds 
the Republicans on the line for continuation of the wartime excise and luxury taxes. 














service, is a master of political maneuver, and that may save him and his program. 
He has learned over those years how to bend without breaking. Congressmen with a 
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plan. But not Knutson. 


Important in appraising Knutson's potency in the new Congress is the fact 
that, because of the tax angle, his committee has jurisdiction over not only income 
and excise ratals but also over tariffs and social security. It also handles matters 
relating to the public debt, deposit of public funds. 


























Shift of Congressional control of Congress not only is political, but also 
geographical. While each state will have the same numerical representation as 
before, the chairmen and the rules committee majority are now from the North Central 
and North Eastern areas to a larger extent than ever before. And the legislation to 
be examined in debate will be picked by them. < 














The Solid South with its career Congressmen captured the chairmanships and 
the rules committee majority during the democratic heyday. Now that region is on the 
outside looking in. The heavily industrialized section of the country and the part 
where modern, large-scale, mechanized agriculture prevails, is back in the driver's 
seat. Naturally that fact — a tremendously important one for all business, industry 
and agriculture — will be reflected in the bills which will reach the floor. 



































For example, 13 of the 17 Republican chairmen of major house committees voted 
in favor of the bill to abolish poll tax as a prerequisite to voting in national 
elections — a sore spot in the south; none voted against the Bulwinkle Bill limiting 




















bill"; 12 favored the Case bill as amended by the Senate and three didn"t vote either way. 
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_—How Political And Economic Shifts May Effect Our Hemisphere Policy 


By V. L. 


T HE Latin AMERICAN PROBLEMS that confront the 
new Secretary of State, General George C. Mar- 
shall, appear relatively simple and soluble when com- 
pared with such “head-aches” as a peace treaty with 
Germany or the settlement of the civil war in China 
or the pacification of Palestine. Just now, the most 
important problem appears to be the reconsider ‘ation 
of our relations with Argentina. If the inter-Amer- 
ican defense system is to be strengthened and if the 
discussions of military cooperation of all the West- 
ern Hemisphere nations at the Pan-American Con- 
ference to be held next Summer in Rio, are to bear 
any fruit—then an early show-down in our relations 
with the Peron Government in Argentina is neces- 
sary. Can Argentina be trusted to act, in case of 
world conflict, in conformity with Western Hemi- 
sphere solidarity? Can we turn over to the Peron 
Government our military equipment with some as- 
surance that it won’t' be used for intimidating the 
neighboring countries into an opposition bloc? 
There is a sharp difference of opinion on these ques- 
tions, not only in Latin America and in our own 
public press, but within our State Department. It 
will be up to the new Secretary to decide whether the 
Peron Government has given sufficient proof of its 
good faith and whether it can be trusted. 
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Another pertinent problem—also bound up with 
Western Hemisphere defense and one that deserves 
attention from the new Secretary of State for that 
very reason—is the spread of communist influence 
and propaganda throughout Latin America. The 
fact that communism, which ordinarily thrives only 
on poverty and unemployment, should have made so 
much headway in one of the most prosperous periods 
that Latin America has seen, warrants looking into. 
It has been suggested that Russian propaganda 
there has been intensified in order to weaken our 
position in Latin America in retaliation for our sup- 
port of non-communist elements in Eastern Europe. 

As we have again and again pointed out in these 
pages. Latin American communists have not only 
worked hard to belittle the economic aid that the 
United States gave individual Latin American coun- 
tries during the war, but have become the most 
ardent repeaters of the discredited cry of “dollar 
imperialism.” In Cuba which lies astride Western 
Hemisphere communication lines and hence in one 
of the most strategic positions, the communists exer- 
cise the balance of power and are angling for the 
Labor Ministry. In Chile, where they were instru- 
mental in electing the new president, the communists 
were rewarded with three Ministries in the new Cab- 
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Whole- Cost Trade Balance 
sale of Eight Months 
Prices Li 


ving Date (000,000 US $) 
(Jan.-June '39=100) 1945 1946 


Latin America—Prices, Cost of Living, Trade Balance, Gold and Foreign Exchange Resources 


Dec. 1945 Peak 


. Total Gold and For. Exchange 
Resources of Central Banks 
(000,000 $) 

Latest 


Bank Balances in U.S. 
(000,000 $ (a) 


Date Dec. 1945 July 1946 





Argentina ............... 235 ome Oct. +253 +330 


ar 1,800 (est) Sept. 77 124 





Bolivia June 


35 35 30 June 15 12 





Sept. -+ 93 +215 


621 740 740 Sept. 195 231 





















































OI -iscsenecsonicceboceie 275 301 Oct. + 34 + 12 110 110 76 Oct. 66 62 
c b 175 Sept. 177 187 182 Sept. 79 75 
Ecuad 368 June 33 36 28 June n.a. n.a. 
PRN vcssscscincssssrercenl 243 209 Oct. + 16 + 41 38 39 36 Sept. 44 39 
ONIN soccicdesvitesinsce: ‘see 151 July + 4 + 12 262 282 271 Sept. n.a. n.a. 
v 154 142 Aug. 224 226 226 June 50 42 
Costa Rica ............. 196 191 Oct. 8 16 3 Oct. 7 7 
RONIIO  GrratsCenesrasnecinss” acre 263 Oct. 473 522 522 Sept. 128 167 
Mexi 252 278 Oct. — 30 — 98 346 376 266 Sept. 116 135 
NOE, Kerntscenctience cons + 11 + 8 28 29 28 Sept. n.a. n.a. 
ag 178 = 152,—sNow. 





a) Includes central bank, Government and private balances in U. S. 
n.a.—Not available. 






































inet. In Brazil, they have become the second strong- 
est party in urban areas, partly because of skillful 
propaganda among the half-educated masses and 
partly because rapidly rising prices are contributing 
to the economic misery of the workers. As will be 
noted from the map accompanying this article, com- 
munists are now also active in Ecuador and in Peru, 
where they have been backing the Aprista movement. 
They were brought out from underground by the 
recent revolutions in Venezuela and in Bolivia to the 
great embarrassment of their protectors. Colombia 
also has a few vociferous communists. In Mexico 
and in Uruguay, there is no official communist 
party, but the communists proselytors are hard at 
work in influencing the labor movements and, of 
course, following the Moscow line. 


Latin America Hit by U. S. Recessions 


But if the United States, as the most powerful 
nation on earth, really intends to pursue the policy 
of positive leadership in international affairs, then 
there is still another reason why the situation in 
Latin America in the coming months deserves in- 
creased attention on the part of Secretary of State 
Marshall. There have been multiple signs that even 
a relatively moderate business recession in the United 
States may have serious repercussions south of the 
Rio Grande. For reasons enlarged upon in subse- 
quent paragraphs, the shift from the wartime boom 
—and in many countries from the post-war boom— 
to more normal peacetime conditions may be accom- 
panied by deflation, temporary unemployment, and 
all sorts of economic misery, all of which might be 
effectively used for discrediting the capitalist econ- 
omy and for gaining new converts to the communist 
cause, thereby further weakening our position. 
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One reason why the business recession in the 
United States is bound to hit Latin American na- 


tions hard is that they are still too exposed to the | 


business fluctuations abroad. Despite the real or 
seeming progress in industrialization and economic 
diversification, their national income remains highly 
vulnerable to the fluctuation of foreign trade and 
capital investments. This is because their local sav- 
ings and their local investment activity continue to 
play but a minor part in determining the level of 
business activity at home. There are exceptions, 
however. Argentina accumulated during the war 
sufficient capital resources not only to become inde- 
pendent of foreign capital, but to invest capital 
abroad. The full repercussions of Argentina’s new 
position on South America are yet to be appreciated. 
Through huge long-term credit, such as the one 
given to Chile last month, Argentina could effec- 
tively influence business activity in the neighboring 
countries and use economic penetration to build up 
a friendly bloc. 

The prospects for Latin American exports in 
1947 are as good as they were in 1946, and even bet- 
ter, owing to larger crops. The market outlook for 
a dozen or so commodities that account for some 
three-fourths of Latin American exports continues 
to be favorable. Any slack in our demand for coffee, 
sugar, copper, tin, lead, or cocoa—should it develop 
later this year—is likely to be taken up by the ship- 
ments to Europe. Certainly this year should be one 
of the most prosperous in Cuba and in the Domin- 
ican Republic, with prospect of selling the bulk of 
their sugar at 5 cents a pound and with Cuba about 
to harvest the biggest sugar crop on record. Colom- 
bia and the Central American coffee republics, 
Guatemala, El Salvador and Costa Rica, should also 
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‘difficulties developing in individual Latin 
) American i 
/numerous and serious. Mexico and Brazil 
‘are mentioned most frequently, probably 
‘because the readjustment from the war- 





be more prosperous in 1947. With the Brazilian 
coffee production at low level, they should have no 


prices. Even Chile, which was the first of the Latin 
American republics to have any war-to-peace read- 
justment problems, may improve its economic posi- 
tion in 1947 because of high copper prices and be- 
cause more shipping will be available to move the 
second largest Chilean export product, nitrate. 

The outlook for the exports of cotton, tobacco, 


silver, wheat, corn, Brazilian vegetable oils, and 


Argentine linseed oil, may undergo a change before 
the year is out. However, even if some change should 
take place, Latin America would be able to export 
without difficulty all it produced this year. 

The unduly high price structure in most Latin 
‘an be cited as reason number 
two for vulnerability to the changing business out- 
look abroad, particularly in this country. Prices in 
Latin America have risen higher than in the United 


States and are still rising, and it is common sense to 


anticipate that either their decline will have to be 
more severe than in this country or that they will 
force the lowering of the exchange values of their 
respective national currencies. The countries where 
the inflationary pressure is greatest are: Bolivia, 
Brazil, Mexico, Ecuador, Chile, Nicaragua, Pan- 
ama, and Costa Rica. In Uruguay and Venezuela, 
wholesale prices have advanced less than 


than for imports of producers’ goods as required by 
the industrialization plans. 

Although the full effect of the competition from 
foreign goods is yet to be felt, the wartime intro- 
duced industries in many Latin American countries 
are already complaining and clamoring for increased 
tariff protection or for import control. With the re- 
appearance of North American and European goods 
on the market, Mexican and Brazilian cotton and 
woolen mills have already lost a considerable part of 
their export business except in the neighboring coun- 
tries. India and South Africa ceased to import rela- 
tively expensive and inferior Brazilian textiles 
almost the moment that British textiles became 
available. 

As the third reason why the economic situation of 
the countries south of the Rio Grande will bear 
watching in the future, it may be pointed out that 
the purchasing power and the earning power of most 
of the Latin American countries may have passed 
the peak. There may be a few exceptions, such as 
Argentina, Uruguay, and Cuba. The fact is that 
the so-called terms of trade are beginning to turn 
against Latin America. During the war, Latin 
American countries got good prices for their food 
and raw material exports. Since the armistice, the 
prices that they receive have gone even higher. How- 
ever, for the first time (Please turn to page 516) 





in the United States. 





In recent months, reports of strains and 


countries have become more Ww 
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time boom conditions is likely to be more 
extensive there than elsewhere in Latin 
America. In both countries, the peak of 
the real estate boom has apparently been 
passed. Building activity is still high, but 
the eagerness of the people to buy land 
and to build is no longer what it used to 
be. Lots and building costs have never 
been higher. In Mexico, some building 
materials can be obtained only in the black 
market at fantastic prices. New housing 
has simply become too expensive, and, in 
the meantime, higher prices of food and 
other necessities have reduced the real pur- 
chasing power. 

Latin American industrialists report 
that they are losing markets for the same 
reason. Goods are selling too high and 
most people can not afford them. Possibly 
the expectation that better and cheaper 
imported goods will eventually be avail- 
able is also an important factor. Amer- 
ican goods, item by item, can easily under- 
sell the Mexican manufactured product in 
its own market. The price differences are 
so much in favor of American goods that 
asubstantial part of the Mexican gold and 
dollar reserve is apparently being spent 
for imports of consumers’ goods rather 
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By J. C. CLIFFORD 


C ORPORATE FINANCIAL STATEMENTS, now more 

complicated than ever, probably should be classi- 
fied as war casualties. Instead of battle scars, how- 
ever, these annual communications to stockholders 
display cryptic reminders of the vast economic up- 
heaval occasioned by a sudden closing of armament 
plants and the subsequent painful transition to 
peace. 

Strange results are destined to be disclosed in 
forthcoming pamphlet reports. Always mysterious 
to many investors, the income accounts and balance 
sheets for 1946 in a great many instances may be 
more confusing than ever. Earnings reports of large 
armament contractors, for example, will show sub- 
stantial reductions in sales, but because of counter- 
acting recessions in expenses or tax benefits, net 
profits may be reasonably well sustained. On the 
other hand, some representatives of consumer goods 
lines, with the benefit of abnormal margins and lower 
taxes, are expected to show phenomenal profits on a 
comparatively moderate expansion in sales. 

Scattering reports already issued for fiscal years 
ending in recent months provide a preview of what 
may be antic ipated in year-end statements scheduled 
for distribution in coming weeks. Although account- 
ing practices lack uniformity and not all companies 
even in the same major industry felt the same im- 
pact of unusual economic conditions last year, never- 
theless a study of representative industrial state- 
ments is helpful in appreciating the effect of current 
adjustments. Among major influences having con- 
siderable bearing on 1946 statements are the fol- 
lowing: 
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(1) Elimination of excess proff 
its taxes at the end of 1945, prof 
viding a cushion for concerns tha 
had been sev erely burdened by 
heavy wartime levies. 

(2) Carr ‘y-back refunds of ex: 
cess profits paid in previous yean 
available for corporations which iy 
the latest year failed to earn a 


emption base. 
(3) End of accelerated amorg 


ties as of December, ‘1945, then ‘by 
lowering depreciation charges. 
expenses, attributable to 
ing operations due to material 
shortages. 

(5) Effect of OPA price con 
trols on sales volume or on profi 
margins and operating expenses. 

(6) Expansion in inventories o! 
‘aw materials and work in process 

Many reports reveal intensifica} 
tion of research activities in an en 
deavor to find new products thai 
may be produced to enlarge sale 


much as the predetermined tax ex# 
} and 
i volt 
tization of emergency plant facilif 


(4) Unusual increases in saled 
highep : 
wages and delays in manufactur 





volume (and thus lower unit profi 


margins) or to develop more effi 
cient manufacturing processes td 

Managements show 
aggressive mer chandis| 


permit savings in labor costs. 
evidence of the need for more 

ing and more economical eakion methods. On 
balance, it seems likely that business executives ar 


contemplating larger expenditures for advertising 


and for industrial research. 

An examination of balance sheets shows an almost 
uniform expansion in inventories. This fact tends to 
confirm previous indications of accumulation of rav 
materials on the part of manufacturers anticipating 
an enlargement of output in 1947. Higher price 
for most basic commodities undoubtedly contributed 
in a measure to increased valuations of inventories 

For the benefit of investors interested in the possi: 
ble effect on earnings of tax relief and carry-back 
tax credits, it may ‘be well to examine several spe 
cific examples. 

Benefits of removal of excess profits taxes are t 
be found chiefly among representatives of consume! 
goods industries, whose operations were not seriously 
affected either by labor troubles or by scarcity oi 
materials. The whiskey distillers, food processors 
chemical manufacturers and electric light utilitie: 
are typical examples. 

On the other hand, carry-back tax refunds are to 
be found largely in the statements of representatives 
of heavy industry—such as railroads, rail equipment 
makers, non-ferrous metal producers, metal fabrica 
tors, or aircraft makers, automobile manufacturers 
and accessory companies, whose sales had been cur- 
tailed by war a nesgiai cancellations or by labor dis- 
putes. ‘The motor car and aircraft companies wert 
in position to saab from Uncle Sam by reason of 
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-excess profits tax beneficiary. 


on war orders while automobile production was 
suspended. 

Schenley Distillers and American Distilling Com- 
pany recently reported to their stockholders for the 
1946 fiscal year. Schenley registered an increase in 
net income of more than 100 per cent on an increase 
in sales of about 14 per cent. This improvement was 
due in large measure to the fact that cost of selling 


) and operating expense did not rise as rapidly as sales 
i volume. 


Accordingly income before taxes gained 
about 19 per cent. At the same time, elimination of 
excess profits taxes brought about a net tax saving 


American Distilling showed a substantial improve- 
ment in net income under similar conditions. Inci- 
dentally, this company’s report discloses the unusual 
effect on sales volume of the 50 per cent rise in the 


'whiskey excise tax. The company reported gross 


sales of $59.3 million for the year ended September 


excise taxes and net sales came to only $16.6 million. 
In the preceding year gross sales amounted to 40.8 
million while excise taxes represented $23 million 
and net sales are estimated at $17.8 million. From 
this, it may be seen that the value of goods sold 
actually was smaller in the year under review and 
inasmuch as sales costs were substantially reduced, 
net income more than tripled.- On a share basis, 
earnings were equal to $11.70 for the latest year 
compared with $3.48 in the preceding year. 


Examples of Tax Relief 


Black & Decker provides a typical example of an 
Sales for the year 
showed a small decline, but net income more than 


doubled because of a drop in excess profits taxes of 
more than $1.7 million. This accounted for a jump 
in share earnings to $4.70 from $2.13 in the preced- 
ing year. 


Demise of EPT Helpful 


Chain Belt had a somewhat similar experience 
when excess profits tax showed a decline of about 
$3.6 million. This cushioned an adverse effect of a 
drop in sales from $28.2 million to $13.3 million or 
more than 50 per cent. Net income declined only 
about $150,000 or about 30 cents a share. 

Burlington Mills reported a saving in excess 
profits taxes of almost $4 million or more than $1 a 
share on the outstanding common. This fact con- 
tributed in part to the sensational increase in earn- 
ings. Like other representatives of the textile indus- 
try, Burlington was able to expand sales volume and 
take advantage of a strong consumer market. 

Representatives of the automotive, aircraft and 
electrical manufacturing industries had the benefit 
of carry-back provisions of the tax law. Those cor- 
porations which paid extremely high taxes on profits 
made during the war are entitled to a refund of part 
of such taxes if current earnings fall below the tax 
exemption base or if operations result in a loss. Nash 
Kelvinator was able to maintain earnings at approx- 
imately the same level as in the preceding year w:th 
the benefit of a carry-back credit. Emerson Electric 
Manufacturing had a carry-back credit of about $1 
million and was able to reduce its deficit accord- 
ingly. Air Associates showed a moderate net profit 
even though sales slumped more than 50 per cent. 
Carry-back credit of almost $400,000 or about $3 a 
share was an important factor. Piper with a tax 
credit of $339,000 almost (Please turn to page 516) 














































































































| Comparison of Significant Items in Cross Section of Industrial Statements 
| = Sales Total Income Excess Profit Tax Net Income Inventories 
| 1946 1945 1946 1945 1946 1945 1946 1945 1946 1945 
| American Distilling. ccc $59.3 $40.8 $5.7 $4.0 $1.0 $2.5 $2.9 $0.9 $7.6 $5.3 
| American Steel Foundries. .................... 40.0 73.7 5.5 13.6 1.3* 7.0* 2.7 6.2 6.3 6.1 
i no So... 1,183.5 1,213.0 68.1 37.0 5.9 3.1 20.8 9.2 110.0 85.0 
i, 17.0 16.6 42 45 0.5 2.2 18 08 ve 
Burlington Mills cccccsscsscscssssessssssssssseeee- 141.5 108.2 27.3 (17.7 27 230 & 12.9 5.0 32.8 19.0 
> rE 13.3 2.2 £4©#21.3 © 6.4 0.4* 4.0* 0.7 09 4.4 2.9 
Cornell-Dubilier cccccccccccccssscssssscssssseeen 15.6 19.9 1.8 2.2 0.2 1.2 1.0 0.7 4.0 3.6 
Cuban Atlantic Sugar ................. . 2 23.3 7.3 3.6 2.1* 1.2* 4.4 23. #408 48 
| Dresser Industries ........ 54.8 80.5 1.7 10.5 0.1 5.6 1o0)|0O19 18.5 12.7 
| Firestone Tire & Rubber... 577.8 681.7 77.7 90.6 31.9*  37.8* 27.7 16.4 98.9 81.8 
| International ShO€ ecccccnecnennnnnnn 135.0 148.8 33 «11.8 ies, 54 5.6 42.0 29.7 
| Minn-Moline PN MN iccsipaices ccna 31.9 42.2 3.2 863.8 0.2 0.7 1712.0 16.6 13.5 
Nash-Kelvinator ....cccccccssssscsseccsssssssseeseeee 121.6 183.1 4.3 3.4 is ee 26 2.5 27.3 5.9 
3" "eee 11.2 7.7 40.4 0.6 ~ def. 0.1 3.7 (12 
| Schenley Distillers. cocccsscsssssesssssssssssssseeee 643.9 561.7 106.9 90.4 53.5* 62.6 49.1 23.9 “175.491 
South Porto Rico SUgOP ....ccccsseecsnnn 24.5 18.1 8.6 5.6 2.1* 1.5* 6.0 3.4 53 1.2 
| "> > Gans Breas 1,308.3 1,307.6 31.6 32.6 3.4 5.4 17.3 13.1 109.8 90.4 
| Warner Bros. Pict, cescsssssssssssssssssssessssee 158.6 141.8 74.3 60.8 18.5* 16.7% 19.4 9.9 48.7 43.8 
| Willys Overland 60.2 179.3 1.7 23.5 0.5* 15.5* 0.4 2.7 12.1 4.9 
> ae 32.1 38.4 26 5.1 2 23 1.3 0.9 3.8 9.9 
| * Income and excess profits taxes combined. 
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1947 Special Re-appraisals 


of Values, Earnings and Dividend Forecasts 


WW THE ADVENT of 1947, in- 
dustry started a_ second 
peace year with potentials bright 
for some segments but discolored 
by uncertainties for others. While 
all economic factors point to a 
year of highly sustained activity, 
with purchasing power continu- 
ing at peak levels, many new 
problems are arising to challenge both producers and 
distributors. Oper ating costs all along the line have 
risen to heights which may spell trouble for this or 
that concern when competition at long last proves 
the main determinant of prices. Before real stabil- 
ity throughout the economy can be achieved, a period 
marked by serious readjustments ‘still remains to be 
faced, a major test for practically all concerns in 
the competitive arena. 

Intelligent investors desirous of satisfactory in- 
come or of soundly based hopes for appreciation 
are now scrutinizing their portfolios as seldom be- 
fore. Only by recourse to reliable facts and trained 
judgment can decisions be reached to form and im- 
plement a sensible investment program, for some 
shares which proved leaders last year may prove to 
be the laggards of 1947 and vice versa. 

In order to assist our subscribers in formulating 
investment decisions, the Macazinr or Watu 


Prospects and Ratings for 
Merchandising, Tobacco, 
Building, Food Processor, 
Dairy and Sugar Stocks. 


PART I 


STREET presents its Security Ap- 
praisals and Dividend Forecasts 
at six months intervals, in addi- 
tion to its regular coverage of im- 
portant developments. By this 








method, the maximum number of | 


industries are periodically re- 
viewed on the basis of all avail- 
able information, supplemented 
by statistical data for ready comparisons. Addition- 
ally, brief comments on the status of each company 
listed on the table are presented. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the 
last column in the tables, preceding comment—is 
as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus; 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al.denotes a stock of highgrade investment quality 
with an upwards earnings trend. 

Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T'. Miller market 


analysis in every issue of this publication. 
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Diverse Outlook For|| 


A MERCHANDISE 











By GEORGE S. KENT 


| dale pagal merchandisers indubitab- 
ly face prospects for a considerable 
shakedown in the course of 1947, there 
are many encouraging factors to bol- 
ster the spirits of shareholders in this 
major industry. While most experts 
in the trade itself, as well as many 
economists, feel that no such heyday 
of sales and profits as marked 1946 
can be expected in the current year, 
judged by prewar standards the de- 
partment stores, chains and mail order 
concerns stand a good chance of 
achieving really excellent results. To 
make a satisfactory showing in the 
face of certain adverse factors already 
looming up, however, managerial efficiency 
put to a severe test. 

During the first year of peace, war weary but 
flush consumers thronged to the stores in droves in 
an attempt to satisfy long denied requirements for 
goods in almost every c category, and after price con- 
trols were lifted, merchandising profits soared ¢ 
buying pressure rose to its zenith in the Cacia 
tush. For example, R. H. Macy & Co. reported 
sales of more than $1 million daily for ten days in 
a row, a record performance. In anticipation of this 
gilded holiday season, total department store inven- 
tories rose to more than 40% above the correspond- 
ing level of the previous year by November, with 
stocks considerably unbalanced because of scarcities 
in many normal lines, notably durables, semi-dur- 
ables and goods with genuine quality in the medium 
price range. 

The science of merchandising, however, has been 
so highly developed, that year-end reduction of in- 
ventories to minimum levels, regardless of price con- 
siderations, has become traditional in this trade. 
Trained store buyers keep their hand upon the 
pulses of changing consumer preferences, supply 





will be 


FEBRUARY 1, 1947 















tire 





Shoppers have become fussy about quality, variety and 
prices of goods—sure sign of a turn to a buyers’ market 


flux 
As for months past, these 
alert executives have sensed that consumers were 
wearying of high prices asked for shoddy goods, ap- 
proaching the over-load status as to soft goods and 
relaxing their demand for costly luxuries, competi- 
tion among the stores to liquidate such items set in 


potentials and above all the prospects for 
throughout the economy. 


early in December. As everyone will recall, the daily 
papers bulged with advertisements of mark-down 
sales to an extent more than was normal. 

Now that the usual January bargain sales have 
made their appearance, mark-downs have occurred 
on a scale seldom before witnessed. 40% and even 
50% price cuts for expensive furs, handbags, toys, 
women’s apparel, radios and the like now tempt the 
consumer dollar. All of which points to a firm con- 
viction on the part of the store buyers that replace- 
ments at lower prices, with better quality or with a 
more desirable balance can be secured in the near 
term. Barring further strike interruptions, also, it 
looks as if an increasing stream of long scarce house- 
hold appliances and all kinds of durables will soon 
flow into the pipelines. For the time being, profit 
margins on this class of goods are usually wider than 
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——Net Per Share——— 
1946 


194% 1941-44 


Fiscal Year Avge. 


Pertinent Statistics on Merchandising Stocks 


—Dividen Paid— 
Recent Bl Dividend 
Yield 


1946 1945 Price Ratio 


Invest- 


ment 


Rating 


COMMENT 





Aldens $4.37Se9 $1.58 $1.62 





$1.37V%2 $.75 $25 15.8 


5.5% 


Rapid and continuing expansion of 
this third largest mail order house 
in direct retailing should sustain 
earning power. Dividend enhance- 








Allied Stores. ...........c.ssscsseee 7.020c9 4.05 2.84 


1.80 1.30 30 7.4 6.0 


Bl 


| 
ment possible. | 
| 


Largest department store chain, 
Possible inventory losses in sight | 
but peak working capital an offset. | 
Dividend secure despite potential 
earnings dip. 





Arnold Constabl 1.28516 1.30 1.13 





1.00 -50 17 13.0 5.9 


Erratic prices for women's apparel | 
a problem, but after readjustments | 
results should be fairly satisfac- 
tory. Dividend appears safe. 





Associated Dry Goods ......... 2.715116 2.50 1.23 


1.37V2 -60 16 6.4 8.6 


Efficient management and strong 
finances warrant confidence of 
good earnings, although probably 
less than 1946. Dividend stable. 





Renee Oe acacia 3.00J16 2.21 1.75 


1.95 1.15 32 14.5 6.1 


BI 


New store should stimulate volume 
and readjustment of inventories | 
provide sound base. Net should | 
dip but with no danger to dividend. 





Ry ND occesicconeastsnncanseccy 2.100c¢9 1.75 1.28 


-90 -52V2 «16 9.2 5.6 


c+1 


Recent acquisitions have strength- 
ened fundamentals. Dollar sales 
may shrink somewhat and profit 
margins narrow but dividend cov- 
erage may be ample. 





Consolidated Retail Stores.. 2.71Je6 2.06 1.27 


1.50 -80 17 8.2 8.8 


cl 


Sharp advance in net last year 
not likely to hold in 1947 sin view 
of price probl 

dividend rate seems fairly secure. 








Federated Dept. Stores ...... 3.70 2.16 1.62 


1.12Y2 .75 22 5.9 5.2 


Bl 


Established position of subsidiaries 
a favorable factor. Current indus- 
try problems may cut net but re- 
sults should compare favorably 
with normal years. 








Fishman, M. H. Co. u.ncccc00.  cccsee 1.48 1.32 


1.50 75 19 12.8 7.9 


C2 








On the heels of peak sales and 
earnings, some recession now prob- 
able. Status of rather liberal divi- 
dends obscured by unsolved read- 


hk 


justments in mer 9g 








Gimbel Bros. (a) ................0 3.895116 2.50 1.20 


-90(b) .50 25 10.0 


3.6(c) 


Record sales and earnings of this | 
aggressive store may not be 
equaled this year, but outlook for 
above-average results seem bright. 
Dividend after recent split-up ap- 
pears safe. 





3.20Ag12—s-‘1.66 1.55 


2.20 722 = (31 9.7 7.1 


Al 


Expansion and modernization of 
facilities, plus strong finances augur 
well for this efficient group. Wide 
coverage of dividends provides a 
cushion for stability. 





5.050c9 4.42 3.84 


3.75 2.50 68 15.4 5.5 


Al 


New type combined variety—de- 
partmenr stores attracting cus- 
tomers. Price readjustments pose 
the common problem. net may dip, 
but without threatening dividend. 





2.515116 3.42 3.25 


BI 


Demand for all consumer goods 
should remain ample in numerous 
smaller cities served. Better than 
average net possible but less than 
last year. Dividend stable. Ss 





1.450c9 1.37 -75 


-67 31 9V2 6.9 7.1 


cl 


Repetition of 1946 earnings level 
not likely but results should prove 
average good. Moderate dividen 
has fair protection. 





S iabaeeiestcideteaiatabin! * \ estes 1.93 1.59 


2.50 1.25 34 17.6 7.3 


Al 


Very strong working capital should 
smooth path in current year of 
economic changes. Dividend amply 
protected by surplus earnings 
margin. 





b seeatabekeneaucbiatede lv eateess 2.13 2.13 


4.20 1.60 52 24.4 8.1 


BI 


Current ne gee somewhat eased 
by h upon low 
priced pr hy 1947 results may not 
equal those of last year, so extra | 
liberal dividends not sure. 








RI IID icesecciceeceteieceres 2.72 2.00 1. 


~ 


1 


1.12Y2  .62Y2 13 4.8 8.6 


BI 


This specialist in womens and chil- | 
drens apparel should experience 
large demand but competition will 
force inventory problems to the | 
fore. Dividend probably safe. 





NE IGE aicsscitensesteicnonssccias 2.00J16 2:17 1.38 


1.50 1.00 22 10.2 6.8 


BI 


Larger supplies of lower priced | 
apparel should bolster unit sales, 
though profit margins will narrow. 
Present dividend stable. 





(a) All figures adjusted for 4-for-3 split January 14, 1947. 
Agi2—For 12 months ended August 31. 
Oc9—for 9 months ended October 31. 


Je6—For 6 months ended June 30. 


(b) Quarterly dividend increased $.50 on new stock. 
(c) Based on announced annual rate of $2.00, yield would 


Jié—For 6 months ended July 3 
are 9 months ended Godaaer 30. 
e 
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1 
1946 Fiscal 


945 


——_ 
1941-44 
Year Avge. 


—Dividen Paid— 
1946 1945 


Pertinent Statistics on Merchandising Stocks 
———Net Per Shar 


Price- 


Recent Earnings Dividend 


Price 


Ratio Yield 


Invest- 
ment 
Rating 


___ COMMENT 





ie RR. WR ckciccccccxs eal 





$5.02 


$2.73 


$1.6] 


$2.60 $1.60 


$38 


7.6 6.8% 


BI 


New merchandise should hold unit 
sales at high levels, though price 
readjustment may cut profits some- 
what. Dividend status favored by 
strong cash position. 





| 
| Marshall Field ..........0... oe 


| 


4.97Se9 


2.31 


1.61 


2.75 1.10 


30 


13.0 9.2 


This long established Mid West re- 
tailer should enjoy good business 
this year, though profits may not 
equal those of 1946. Strong finan- 
ces point to dividend stability. 





| May Dept. Stores W............. 


3.51516 


2.94 


2.00 


2.42V2 1.65 


45 


15.3 5.4 


BI 


Recent acquisition of Kaufmann 
Stores strengthens operations. Sat- 
isfactory results expected in 1947, 
though perhaps some decline in 
prospect. Dividend safe. 





| 
| 
McCrory Stores ...........:.::0 


3.09Je12 


2.00 


2.01 


2.00 1.00 


27 


8.7 7.4 


Increasing supplies of durables 
with fair profit margins may tend 
to stabilize earnings after neces- 
sary price readjustment for In- | 
ventories. Dividend secure. 








McLellan Stores ..............0:00 


2.755112 


2.02 


1.52 


1.15 -70 


22 


8.0 5.2 


Improved capital structure and 
working capital enhances outlook 
for dividend stability. Volume and 
net earnings may trend _ slightly 
downward ™ record peaks. 





Melville Shoe .................00200 





1.05Je6 


1.05 


1.12 


1.15 1.00 


24 


22.8 4.8 


BI 


This manufacturer and chain dis- 
tributor of shoes should benefit 
from more ample leather supplies, 
but competition likely to narrow 
profit margins. Dividend secure. _ 





| Mercantile Stores X............. me 


2.18J16 


1.21 


-92 


1.00 25 


14.9 5.5 


Increased merchandise supplies 
brighten sales outlook in the de- 
partment store field. But some 
shrinkage in net probable. Con- 
servative dividend well assured. 





Montg y Ward X 





5.860c9 


4.12 


3.79 


2.00 2.00 


57 


13.8 3.5 


Al 


Creation of large inventory re- 
serves against price changes forti- 
fies position. Expanding sales of 
durables a good factor. Minor de- 
cline in net possible. Dividend safe. 





Murphy, G. C. X...........0000 aa 


1.55 


1.42 


2.00 75 


38 


24.5 5.2 


Al 


This concern should expect con-| 
tinued large consumer demand, bur 
rice disruptions will require skill- 
ul handling. Possibility of year 
end extra in 1947 not clear. 





2.63J516 


2.91 


2.18 


1.1634 .6634 


5.9 6.8 


BI 


Strategic locations favor large 
sales to workers and farmers, 
mainly for cash. Dollar sales may 
shrink but outlook fair for reason- 
able profits. Dividend stable. 





Mowherry, J. Ie. .nccsccssescceoces 


1.93 


1.75 


32 


16.5 4.2 


B2 


Large operator of low priced re- 
tail stores, with above average 
earnings stability. Outlook bright 
for continued fair dividends. 





Neisner Bros. (a) ................ 


1.01Je6 


1.42 


1.37 


734, 41% 


12.0 4.3 


BI 


Established variety store chain. 
Good record and strong financial 
status. Dividend seems secure 
though prospect slight decline in 
sales and net. 








| Pemmey, J. Go Wrvcscccsescscecscece 


2.17Je6 


2.11 


2.13 


45 


21.3 6.0 


Al 


Well managed and financially 
strong operator of medium priced 
junior department stores. Inven- | 
tory problems sizable but earnings | 
outlook satisfactory. | 








PISCUME GOp cecscecstsseeccccacccctnecs 


2.95Je6 


2.74 


2.22 


1.75 1.25 


30 


10.9 5.8 


Successful chain store seller of 
shoes. Good long term earnings 
record with stable dividends. Ount- 
look good, not as bright as 1946. 





a 


Sears 





1.64(x) 


1.52 


1.49 


1.75 1.061% 


36 


23.6 4.8 


Al 


Profits from durables likely to off- | 
set any weakening from volume | 
soft goods. Strong reserves and 





Spiegel 





-695e6 


def. .74 





Sterchi Bros. Stores ............ 





2.73Se9 





Woolworth, F. W. W............ 





| (a) Ail figures adjusted forr 
| months ended July «+. Ge 














3-for-1 split September, 1946. Jeé—For 6 months ended June 30. Je12—For 12 months ended June 30, Jl6é—For 6 | 
JI12—For 12 months ended July 31. Se9—For 9 months ended September 30, Oc 9— 


-72 


2.43 


1.75 30 


2.10 1.60 


rors 


c+1 


finances fortify dividends. 
Mail orders and retail sales of 
diversified merchandise may not 
equal 1946 boom proportions. 
Spotty earnings record. Outlook 
for dividends uncertain. 





c+1 


Continued demand for home fur- 
nishings enhances 1947 outlook, as 
supplies increase. Rather liberal 
dividend seems likely to hold. 








For 24 weeks ended July 16. 
| For 9 months ended October 31. 





A2 


Large national income bolsters 
Prospects for substantial business. 
Skilled management and peak re- 
sources favor satisfactory results 
and protect dividend. 
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on others and their ready acceptance by the public 
seems assured. Inasmuch as their delivery, however, 
may be relatively slow during the first quarter, 
it is not improbable that the stores will continue 
markdown sales until well into the spring, if only to 
build up their cash resources to implement new mer 
chandising policies for the balance of the year. 

From the angles discussed above, it would seem as 
if merchandisers generally will have difficulty in sus- 
taining volume this year equal to 1946 and despite 
prospects for a downtrend in prices for many lines, 
operating costs have no equal chance of declining. 
Hence a considerable squeeze upon profit margins 
is likely. On the other hand, most of the large stores 
and maii order houses have been forehanded in ac- 
cumulating sizable reserves against potential inven- 
tory losses. For the most part, it is believed that 
these will prove ample to offset operating losses in- 
curred through stringent liquidating policies. Fur- 
thermore, the widespread practice of valuing inven- 
tories on a “last in first out” basis tends to stabilize 
profits during a period of changing prices. 


Buying Power in 1947 


So much talk is current about the prospects of an 
economic recession similar to the disastrous one in 
the early 1920’s that in scanning potentials for 
1947, it is important to compare conditions prevail- 
ing then and now. Prospects assuredly are bright 
that the national income during the current year will 
not dip significantly below the $160 billion mark, in 
contrast to a drastic shrinkage which marked the 
early peace years after War 1. Accumulated sav- 
ings also are now vastly larger on a relative basis. 
Merchandise inventories, while way up dollarwise 
near the end of last year, showed a gain over 1945 
of only about 10% in terms of units, whereas a 
very different situation existed after the last war 
when the readjustment started. In relation to sales, 
moreover, inventories have held a very normal level. 
Nor have prices risen on anything like the scale dur- 
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mg 1920-21. For example, textile wholesale prices 
which in that period soared to a level of 229% have 
shown a gain of only 90% since 1939. More broadly 
viewed, prices generally have advanced only about 
half as far as after the first war. Hence only a minor 
husiness recession seems possible. 


Character of Demand Changing 


Quite clearly, therefore, the public will have 
plenty of disposable income this year with which to 
satisfy its desires and needs for goods of all varieties. 
When it comes to spending these funds, however, the 
character of both demand and supply has started to 
shift on a substantial scale, creating natural uncer- 
tainty as to net result. For a good many months to 
come, regardless of increasing production, the sup- 
ply of many durables will fall short of meeting de- 
ferred demand. For this reason the price structure 
of goods in this class is likely to remain relatively 
stable or even advance somewhat, until the produc- 
ers reach a point of acute competition. Under mod- 
ern methods, department stores and mail order 
houses now include among their offerings a wide as- 
sortment of durables, with everything from a 
tack hammer to light farm equipment, yachts and 
even prefabricated houses. Now that Federal curbs 
have been lifted, it is also certain that new kinds of 
sought-after textiles and soft goods will come upon 
the market with every prospect that improved qual- 
ity and more reasonable prices will attract buyers. 

As the year progresses, accordingly, adroit mer- 
chandisers will have little trouble in turning care- 
fully selected new stock into cash at a rapid pace, 
and where customers are less flush, new credit terms 
will help to expand sales. 

Soberly viewed, the opinions of leading merchan- 
dise heads may be accepted with considerable confi- 
dence, for as a rule they enjoy conservative founda- 
tions. On balance, these lead to predictions that dur- 
ing the first quarter volume may continue to gain by 
about 10% and that if inventory problems are skill- 
fully handled this improved rate may hold until mid- 
year. Thereafter there appears to a general expect- 
ancy of a moderate slackening of business activity 
when the economy reaches the stage of all out com- 
petition, although this period should be brief in 
duration. Indeed, some well rated authorities in the 
morchandising field have gone on record as predict- 
ing that sales of consumer goods may top $100 bil- 
lion dollars for the first time in the current year. 
‘This, however, sounds a bit too good to be true, in 
view of all factors involved. 


Downtrend in Earnings 


Nor do prospects for net earnings approaching 
those of last year hold merit in analyzing the out- 
look. Prices and profit margins are sure to be 
affected as much by competition at the distribution 
level as with the producers. To attract customers to 
the stores as new items appear upon the shelves or 
new price tags are hung upon merchandise, the large 
department stores probably will step up their pro- 
motional activities rather expensively. Until lately, 
except in the holidays, advertising budgets were rela- 
tively moderate compared (Please turn to page 514) 
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Roofers should be able to cut costs as 
of new efficiency methods which speed operations 
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BUILDING STOCKS 








no uniform system for 
amortizing mortgages. It 
was customary to loan 
“up to the hilt” by using 
second and third mort- 
gages to supplement the 
first mortgage. The re- 
sult was that weak fin- 
ance companies and con- 
tractors who held these 
marginal mortgages were 
quickly wiped out when 
the 1929-32 depression 
lopped off billions in 
values. Even first mort- 
gages were affected in 
many cases, where these 
had been issued to more 
than 50% of the value 
of the property; and sav- 
ings banks and building 
and loan associations had 
a vast amount of frozen 
paper or real estate on 
their hands. The Gov- 
ernment finally came to 
the rescue with the 
HOLC and other agen- 
cies, and over a period of 
years the industry was 
gradually “bailed out.” 
World War II, with its 
tremendous demand for 
building space of all 
kinds, quickly converted 
the surplus of the 1930s 
into searcity, and started 
a new cycle. 

Will present financing 
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By STANLEY DEVLIN 


T= BUILDING INDUSTRY is characterized by long 
cycles—longer than the usual business cycle and 
much longer than the average bull or bear market in 
stocks. A peak in building construction was reached 
in 1926, principally in residential and industria‘ 
building, and another in 1942 which was almost 
entirely in public and industrial construction for wa: 
purposes. This was followed by a sharp slump ir 
1944 and early 1945, until reconversion and housing 
construction got under way. A new peak now ap- 
pears possible sometime in 1947-8, as material and 
labor become available. It seems likely that the pro- 
gram of housing returned veterans cannot be com- 
pleted before 1948 so that any large construction of 
office buildings, theatres, etc. must wait until 1949- 
1950. Construction activity may remain heavy unti! 
at least 1950 or 1951; the ensuing decline mighi 
usher in our major post-war depression—assuming 
that this cannot be avoided by careful planning. 
Financing methods have changed since the heavy 
construction of the 1920’s. In those days, there was 
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methods prove more de- 
pression-proof than those 
of the 1920’s? It is now 
the general practice to 
limit loans to a_ single 
mortgage, but this may amount to as much as 80% 
of the property value. Amortization is generally re- 
quired and the problem seems to be whether such 
amortization will prove sufficient to offset deprecia- 
tion, obsolescence, and the inevitable decline from 
present inflated values. Present loans are not quite 
as generous as the combined loans of the 1920s, but 
nevertheless they are on a fairly liberal basis, par- 
ticularly for GI homes. 

One important new factor in the buiiding industry 
is the entrance of the life insurance companies into 
this field on a big scale. The Metropolitan Insur- 
ance Company, largest enterprise in the world, has 
been active in apartment “cities” in the New York 
area such as Parkchester and Stuyvesant Town, and 
other big insurance companies have followed suit. 
The institutions have decided that they would rather 
own the equity interest as well as the mortgage in- 
vestment in these big developments, for by this 
means they can control and manage the whole enter- 
prise both in good times and bad. With a mortgage 
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Position of Leading Building Stocks 





1941-44 
Avge. 
Net 


1945 
Net 


Net 


In Dollars Per C 
1946 





1936-39 


Avge. 
Dividend 


Share 
1946 
Divi- 
dend 





Price— 
Recent Earnings Dividend Investment 
Ratio* 


Price 


Yield 


Rating 


COMMENT 





Amer. Radiator & §. S. X.. $.60 


-53 


-30Se9 


$.37V2 


$.40 


$15 


28.2 


2.6% 


c+2 


The company has not enjoyed much 
growth and earnings were erratic. 
Speculative but stock currently 
seems underpriced. 





Armstrong Cork ...............0: 2.52 


2.02 


1.19Je6 


1.94 


1.80 


51 


25.2 


3.5 


B2 


Has good growth record, and stock 
enjoys some investment quality due 
to sound financial position. Should 
benefit by easing of shortages. 











RINE (IK “anbsnsesasbtnshcerssecesens 


-57 


4.17 


1.00 


29 


6.9 


3.4 


Speculative background due to er- 
ratic earnings and dividends. 1946 
earnings excellent. Outlook for 
higher dividends favorable. 





Certainteed Products ....... .61 


-60 


1.66Se9 


-30 


20 


33.3 


cl 


The company's prewar record was 
colweorabio. giving the stock specu- 
lative status, but earnings and divi- 
dends now seem on upgrade. 





Congoleum-Nairn 


1.30 


-56J86 


1.52V2 


27 


20.8 


4.6 


B2 


This leading maker of floor cover- 
ings has been a stable earner. 
Scarcity of materials has limited 
profit margins, but outlook seems 
favorable. 





SID Oa. Svsisneatsnsissisiorsszenss 1.65 


1.88 


2.73Je12 


-40 


1.75 


38 


13.9 


4.6 


Leader in plumbing field with strong 
financial position. Gains in current 
earnings favor dividend outlook. 





Devoe & Raynolds A X........ 1.88 


1.37 


1.70My6 


-72V2 


1.30 


30 


22.0 


4.3 


BI 


Stock had spectacular advance in 
1945-6 due to huge demand for 
paint. While past record erratic, 
current outiook appears favorable. 





Flintkote 


1.32 


1.98Se9 


1.022 


1.25 


35 


26.5 


3.6 


Company has good growth rec- 
ord through share earnings and divi- 
dends have been disappointing in 
recent years. Competitive situa- 
tion improved, outlook favorable. 





Glidden Co. W.........ssscese wa 217 


2.13 


5.90 


2.00 


46 


7.8 


4.3 


c+1 


Diversified maker of paints, food 
products, etc. Earnings have im- 
proved sharply in recent years and 
dividend extras considered possible. 





Holland Furnace ................... 1.86 


1.50 


1.33Se9 


-85 


1.50 


28 


18.6 


5.4 


BI 


Should benefit by present housing 
activity, with strong cash position 
permitting expansion. Liberal divi- 
dend policy expected to tinue. 








Johns-Manville 


5.72 


3.24Se9 


3.061% 


3.50 


129 


22.6 


2.7 


A3 


One of the leading investment com- 
panies of the building industry, the 
stock usually sells at a liberal ratio 
to earnings. 





Lehigh Portland Cement...... 2.20 


-82 


2.70Se12 


1.50 


41 


15.2 


3.6 


c+1 


Somewhat irregular record of earn- 
inas and dividends, but current con- 
ditions favor the industry. 





Lone Star Cement X......... on one 


2.92 


3.78Se9 


3.12V2 


4.00 


76 


26.1 


5.3 


BI 


Good for income and profit. Picked 
- market leader in our Jan. 18 
ssue. 





Masonite 


3.67 


1.372 


1.50 


57 


15.5 


2.6 


BI 


One of the interesting growth com- 
panies, the stock has had a spec- 
tacular long-term advance. Cur- 
rent outlook promising. 








Minneapolis-Honeywell ....... 2.19 


2.48 


2.15Se9 


1.31% 


1.80 


61 


24.6 


2.9 


BI 


Entitled to investment rating on 
past record, and leader in its field. 
Dividend policy generally conserva- 
tive, extras possible in 1947 








National Gypsum ................ -60 


-51 


1.55Se9 


-801%4 (a) 


-50 


23 


45.1 


2.2 


c+1 


Has grown rapidly since early 
1930s. Earnings position now sub- 
stantially improved and increased 
dividends seem likely. 





Pittsburgh Plate Glass........ 1.51 


1.53 


1.48Se9 


1.14 


1.20 


41 


26.8 


2.9 


Al 


Due to growth record, sound man- 
agement, long dividend record and 
strong financial position, stock sells 
on investment basis. 





Pratt & Lambert W............ 2.38 


2.16 


1.69 


2.20 


43 


19.9 


5.1 


B2 


Strong financial position and stable 
business permitted liberal dividends 
since 1905, stock not volatile. 





i GARR Sameer 28 2.63 


2.07 


4.38Se9 


1.26 


56 


27.0 


3.6 


BI 


A sound financial position permitted 
dividends since 1889. though stock 
— widely. Outlook favor- 
able. 





Sherwin-Williams W .......... 6.47 


7.17 


10.23 


3.872 


4.75 


148 


14.5 


3.2 


Al 


Company is biggest paint maker. 
With conservative dividend pay- 
ments since 1885, stock has invest- 
ment quality. 





U. S. Gypsum W..............00 4.13 


3.18 


6.94Se9 


2.94 


3.00 


91 


28.6 


3.3 


Al 


Leader in the gypsum business, the 
company has a sound record. Low 
yield and high price-earnings ratio. 





(a) 1937-9 average. 





*Based on 1946 year net, where available. 
For 12 months ended June 30. Se9—For 9 months ended September 30. 


My6— For 6 months ended May 31. 
Sel2—For 12 months ended September 30. 


Je6—For 6 months ended June 30... Jel12— 
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position only, some of their previous experiences 
have not been entirely favorable. It is much more 
efficient to have continuous, professionally planned 
management than to watch a development or a build- 
ing go down hill until the mortgage can be foreclosed 
and the management thus acquired for rejuvenation 
of the property. 

What are the new trends in building? Tall apart- 
ment buildings will continue to be the rule in big 
cities because the overall cost per apartment is 
cheaper. Radiant heating will soon be introduced 
both in apartments and homes—concealed hot water 
pipes in the floors or ceilings will replace radiators 
or hot-air registers. Because radiation as well as 
convection is used, heating will be much more effi- 
cient and people will be perfectly comfortable at 
much lower room temperatures—just as they are 
comfortable outdoors with light clothing in the sun- 
shine on a quiet cold day. Cheap fluorescent light- 
ing will be plentifully provided; and in homes win- 
dow space will be “panoramic”—giving a wide un- 
obstructed view. Of course insulation will be im- 
proved, with double windowpanes and flexible screen- 
ing replacing the old fashioned storm windows and 
screens. 

Why will the building program continue over a 
period of years? The principal answer is bottle- 
necks and regulations. Everyone is familiar with the 
recent scarcity of lumber, nails, soil-pipe, etc. Com- 
plicated Federal building regulations, which added 





to the difficulties have now been partly abolished and ° 


most of the remaining regulations may disappear 
this summer. But price and rental ceilings are per- 
haps the greatest obstacle to new building. Until the 
cost of construction comes down, it is impossible for 
smaller contractors and promoters to make a profit 
until present ceilings are raised. This is another rea- 
son why much of the building activity is now in the 
hands of big institutions, which can operate on a 
mass production basis. Until rental restrictions are 
removed, apartment house construction may prove 
slow in getting under way. 

The veterans’ home construction program has 
proved much slower than anticipated. About 882,000 
dwelling units were started in the first ten months 
of 1946, but these included a large number of tem- 
porary units. The goal had been 2,700,000 units by 
the end of 1947. The Government greatly handi- 
capped this program by maintaining the $10,000 
price ceiling and $80.00 rent ceiling for a time after 
controls on building materials had been lifted. How- 
ever, it appears likely that, with most restrictions 
removed later this year, the building industry will 
become increasingly active. 


Some Wait for Lower Costs 


Another reason for anticipating some years of 
building activity, regardless of minor business fluc- 
tuations, is the present high cost of construction. 
The Engineering News Record index of construc- 
tion costs (1913100) reached 342 last October 
compared with 206 a decade earlier. Many large 
industrial companies have decided to postpone their 
expansion program until they can obtain lower 
building costs. The same is probably true of much 
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road construction and other municipal developments. 
Hence, any decline in building costs over the next 
few years should automatically stimulate this de- 
layed construction activity, until we again have a 
glut of building facilities of all kinds. 


Improvement in Prefabricated Housing 


Another favorable development may be the grad- 
ual perfection of prefabricated housing methods. A 
great deal of experimental work has been done along 
these lines, much of which has proved disappointing, 
possibly because combined with weird ideas about 
new kinds of houses. But practical results are grad- 
ually being obtained and despite obstructionary tac- 
tics by the labor unions we may eventually emerge 
from the present rather primitive era of residential 
construction. The Government has done a great deal 
to encourage prefabricated housing for veterans. 
Companies interested in this type of housing include 
U. S. Steel, Harnischfeger Corp., Beech Aircraft, 
General Plywood, Higgins, Inc., General Panel and 
Anchorage Homes, Inc. However, factory built 
housing is still very small—probably not over 1% 
of total home building. 

In one segment of the building industry we may 
have less pressing demand — factories were con- 
structed on an enormous scale during the war pro- 
gram and we probably would have a fair backlog 
for quite a while, except that some of them are badly 
located or badly designed for peacetime production 
and will have to be abandoned. A newspaper account 
tells of a whole village built by the Government dur- 
ing the war, complete with hospitals, schools, ete.— 
the whole unit is now for sale. But while much of 
this construction was wasteful, a substantial propor- 
tion can doubtless be converted. 

The public utilities are greatly in need of ex- 
panded facilities—they are using their present gen- 
erating plants almost to the limit of capacity. While 
of course this program involves machine construc- 
tion more than new build- (Please turn to page 518) 
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1947 Prospects ae. 
FOOD COMPANIES 


reason we find the picture 
of unusual interest m ap- 
praising .the outlook . for 
many large contenders in 
the field of food. In our dis- 
cussion we are not includ- 
ing the meat packers for 
the reason that in the last 
issue of the Magazine we 
ran a special article cover- 





By FRANK R. WALTERS 





Rapid growth of competition among packers of 
frozen foods has resulted in an over-supply 


WW EVERY PROSPECT that ample supplies of food 
will be available for the Nation’s 39 million 
families during 1947 and that consumer purchasing 
power will remain well above prewar, active business 
seems assured for all producers of edibles. This by 
no means signifies, however, that the road ahead has 
been cleared of handicaps when managements at the 
level of production, wholesaling and retailing scan 
their profit potentials. Too many changes yet remain 
to demonstrate their impact to warrant undue opti- 
mism at this present stage, that is to say upon a 
broad scale. 
As always happens, operating and distributing 
problems bear with carrying weight upon different 
branches of an industry as huge and diverse as this 
one, as well as upon this and that individual concern 
in the competitive race. In the current flux charac- 
teristic of this special segment of the economy, fac- 
tors are rapidly developing which as the months pass 
by will deserve close scrutiny by investors. For this 
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ing this division. 
According to the Depart- 


ment of Commerce, volume § 


of the food stores ran close 
to $24 billion dollars last 
year, or about 20% more 
than in 1945. Compared 
with 1941, this was more 
than double the prewar an- 
nual expenditure. Sales in 
restaurants, amounting to 
12 billion showed a rela- 
tive increase of only 12% 
above the previous year, al- 
though 21% times the 1941 
level. Despite a 73% rise 
in food prices since Pear] 
Harbor, it is therefore clear 
that the average individua) 
continues to eat more food 
than formerly and willingly 
allots a larger portion of 
disposable income for the 
purpose, than before War 
1 began. Beyond almost 
any question, granted em- 
ployment remains stable 
during 1947, this enhanced 
standard of living is likely 
to remain unimpaired. 

To render this premise 
more rational, it is daily be- 
coming apparent that food 
prices are declining from 
the record peaks estab- 
lished right after demise of OPA. General opinion 
supports the view that from now on for a good many 
months this trend will become progressively evident, 
although more expressive in some lines than in oth- 
ers. If the new crop year is marked with abundance 
equal to that of 1946, supply and demand factors 
may reach a natural balance sometime during 1947, 
but in the meanwhile adjustments will be gradual in 
the case of many items, while in the instance of 
sugar, rice and vegetable oils scarcities may hold 
prices relatively firm until yet another year. While 
Federal price support to the farmers must be con- 
tinued by law until January 1949, Mr. Truman has 
warned them recently that a considerable recession 
appears inevitable this year from present inflated 
levels. Fact is that prices for many farm products 
could drop by about a third before the Government 
support would become effective. 

The 1946 expenditures for food, previously dis- 
cussed, carry somewhat more significance than might 
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(x) —1937-39 


1946. 
(c) Initial Dividend $.45 pay- 


(b) For 40 weeks ended October 5, 


Ag6—For & months ended August 31. 


(a) For 42 weeks ended October 19, 1946. 


30. Je6é—For 6 months ended June 30. 
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sh 





* After providing for senior securities. 


My3—For 3 months ended May 31. 


Se9—For 9 months ended September 30. No9—For 9 


** Based on latest reported full year net. 


able January 1, 1947. 


t 1945. 
averrage. 











| 





bE ] 
m™ 
m 
+ 








appear upon their face, in that dining at home has 
begun to cut inroads into the war-induced practice 
of eating in restaurants. This trend in itself means 
that housewives are becoming more selective in their 
purchases, both as to quality and as to price. Quite 
definitely a buyers market in the food field has 
emerged from the former desperation status where 
almost any black marketeer could find ready cus- 
tomers at fantastic prices. And now that the fear 
of scarcities has passed away, no longer is there any 
rush to overstock the pantry shelves. To the con- 
trary, as the choice of foods has broadened, thrifty 
wives are counting pennies as they compare the price 
tags in different retailers and note the quality of 
their offerings. 


Consumers Fix Prices 


From the viewpoint of the producers, this chang- 
ing aspect in the market places has given ground for 
considerable worry. Indubitably, the mandate of 
consumers over prices is more weighty than that of 
the OPA ever could hope for. Hence, to a substan- 
tial extent the seat in the saddle must soon be relin- 
quished by many producers to the consumer, or some 
competitor will be more alert with a similar move. 
Rather fortunately the turnover of perishable food 
products is more rapid than in the case of any other 
commercial items, for the public will never go hun- 
gry as long as their bank accounts are lush. But by 
the same token, profit margins are characteristically 
very narrow in this industry, so that if inventories 
get topheavy serious losses can occur with undesir- 
able speed. 

Managements of the stronger concerns, of course, 
have made ample preparations to meet the hazards 
of possibly disruptive price changes. In many in- 
stances sizable reserves have been set up on their 
books to offset declines in inventory values if they 
should occur, and in other cases post war contin- 
gency reserves have not yet been exhausted; the lat- 
ter provide a secondary prop to hold earnings more 
steady. The rapid expansion among competitors in 
the field of frozen foods, however, with more than 
500 concerns engaged in this form of enterprise, has 
already brought production into a ticklish over- 
balance in relation to demand. According to the De- 
partment of Agriculture, warehouse stocks in this 
category recently totalled more than 860 million 
pounds, or 50% above last year. Trouble may be 
brewing here for some of the newer or smaller com- 
petitors who loaded up with high priced stock last 
fall, for distributors have begun to cut prices here 
and there to cut their own inventories down in antici- 
pation of a down trend in prices. But hopes of the 
frozen food producers are buoyed by the certainty 
of a continued large demand from big institutional 
consumers, hotels, restaurants and the Armed 
Forces, not to mention the export trade. 


Brands a Good Asset 


As most frozen foods are sold under a brand name, 
promotional advantages of the larger concerns weigh 
heavily in their favor in sustaining unit sales, and 
their established reputation for improving quality 
helps them, too. And in addition to the strong trade 
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position enjoyed by such concerns as General Foods 
and Stokely-Van Camp, the very fact that operat- 
ing costs of certain kinds, such as wages, transporta- 
tion and packaging are still rising tends to estab- 
lish a floor upon pyices. True, some squeeze upon 
profit margins is assured, but between well sustained 
unit sales and with markets broadened now that a 
more amply supply of home freezers should soon 
appear, 1947 results for the better situated produc- 
ers of frozen foods should be satisfactory, although 
earnings gains may be held back by a moderate de- 
cline in dollar sales. 

T’o a considerable extent, producers of canned 
goods are facing a further period of readjustment 
similar to that discussed above. 600 million cases of 
canned foods were produced last year compared with 
514 million cases during 1945. Last year’s output 
of canned fruits, vegetables and juices alone about 
equalled all totals in 1945. During the prewar period 
of 1936-1940 only 265 million cases was the average 
annual pack. These figures, in themselves, point to 
a very abundant supply which is likely to remain 
stable in 1947, given fair crops. Provided no fur- 
ther work stoppages in the steel industry cause a 
scarcity of containers, and sufficient freight cars and 
trucks are available at the levels of both production 
and distribution to smooth out current bottlenecks, 
unit sales of the canners should hold their present 
accelerated pace. Cost of containers, labor and trans- 
portation, however, may not yet have reached their 
peak, but some decline in prices is a general ex- 
pectancy during the current year. Potentials for 
large export sales are bright in view of the insistent 
foreign demand for foods such as these which are as- 
sured of delivery in prime condition, while domestic 
consumption should continue on a large scale. 
Among the more important canners likely to come 
through current readjustments without too much 
difficulty might be men- (Please turn to page 513) 
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Flue-cured tobacco costs are up, but 
lower prices for burley held the 
average increase in tobacco costs in 
1946 to about 10% to 15% over 1945. 








By EDWIN A. BARNES 


HE TOBACCO INDUSTRY is one of several consistent 
“growth” industries, sharing this reputation 
with the utilities and oils. While the industry has 
been heavily taxed by the Federal Government, it has 
been far more successful in passing taxes on to the 
consumer than the utility companies. However, de- 
spite the broad upward trend of tobacco consump- 
tion (stimulated in recent years by growth of the 
habit among. women, and later by heavy wartime con- 
sumption), the industry is affected to some extent 
by the business cycle and by fluctuations in national 
income. This is obviously due to the tendency to- 
ward greater consumer spending for personal lux- 
uries during periods of prosperity. However, the 
severe depression of 1930-32 affected cigarette con- 
sumption only moderately, the index declining from 
2.77 to 2.32, while smoking tobacco advanced from 
1.28 to 1.54, showing that many smokers were “roll- 
ing their own.” Within two years cigarette consump- 
tion had passed the 1929 level and during the war 
per capita consumption reached twice the 1929 level. 
There are, of course, varying trends in different 
kinds of tobacco products. The use of snuff, con- 
trary perhaps to general opinion, is still a national 
habit among certain classes (negroes and lumber- 
men, for instance) and in 1944 annual per capita 
consumption of one-third of a pound was exactly 
the same as in 1926. Cigar consumption has, how- 
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ever, been in a downward trend over the past two 
decades, though it held fairly steady during the 
1930s. Chewing tobacco has also shown a downward 
trend, per capita consumption now being about half 
of the 1926 level (though in recent years the trend 
has flattened out). These characteristics have been 
reflected in the trends of the several groups of to- 
bacco companies: the cigarette companies have in 
general continued to prosper, the snuff companies 
have been noted for their stability, and the cigar 
companies have remained the less prosperous seg- 
ment of the industry (with individual exceptions). 

While the trend of net sales has been sharply up- 
ward for the big tobacco companies, net income has 
made a far less favorable showing. 

During the war the cigarette companies were han- 
dicapped by rising costs, OPA ceilings and Federal 
income and excess profits taxes. Price increases in 
April and October 1946 amounting to le a pack, 
helped profit margins. On the other hand, there has 
been an increasing trend in advertising expenses (a 
very important item in cigarette company overhead) 
and earlier in 1946 flue-cured tobacco costs advanced 
about 15-30%. However, average tobacco costs for 
the entire year are estimated at only 10-15% over 
1945. With burley tobacco, the supply has been 
heavy and prices showed a declining trend. With a 
downward trend in commodity prices generally an- 
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ticipated, and maintenance of the present increased 
sale price for cigarettes, the cigarette companies are 
expected to register further gains in earnings for 
the current year as compared with 1946—assuming 
that consumption does not fall off as a result of busi- 
ness unsettlement. 


The crop of burley tobacco has been running at 
high levels for the past three years—591 million 
pounds in 1944, 578 million in 1945 (both more than 
100 million over consumption requirements) and 612 
million in 1946, despite a 10% cutback in acreage 
ordered by the Department of Agriculture. While 
this over-production should naturally have some 
effect on prices, the Government support level, 
$33.60 average, tends to put somewhat of a floor on 
prices. The Commodity Credit Corp. stands ready 
to loan the four big growers’ cooperative associa- 
tions (in Kentucky, Tennessee, North Carolina and 
Virginia) funds to buy in any tobacco which private 
bidders will not take at the support price level. The 
cooperatives process the tobacco and retain it for 
sale when market conditions improve. Because of the 
foreign demand for to- (Please turn to page 515) 
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19396-9 
Avge. 
Net 


1941-4 
Avge. 
Net 


1945 
Net 


1946 
Net 


1946 


In Dollars Per Common Share 


Recent 
Dividend Price 


Divi- 


Position of Leading Tobacco Companies 


Price- Invest- 


dend Earnings ment 


Yield 


Ratio Rating 


COMMENTS 





American Snuff $2.33 $1.83 


2.00 


$37 


5.4% 


20.2 B2 


Unusually stable investment issue 
with 43 year dividend record, at- 
tractive yield but little growth 
prospect. Dividend exceeds esti- 
mated earnings. 





American Tobacco B W ...... G25 FOR cisco 





3.25 


Death of President Hill, master of 
cigarette advertising, apparently 
has not disturbed investors’ con- 
fidence in this industrial leader. 





| Bayuk Cigars (a).................. 
| 


1.70 1.72 1.62Se9 


1.50 


1946 interim earninas showed sub- 
stantial gain over 1945. Company 
has fair growth record in a de- 
clining industry, good financial po- 
sition. 





| General Cigar 1.33 1.82Se9 


1.75 


29 


6.0 


Largest domestic producer, oprin- 
cipally in low priced field. Earn- 
ings and dividends were increased 
in 1946. 





plete (Ge Wee secctscccsccccreencen 6.16 
| 


3.73 


4.00 


64 


6.3 


17.2 A2 


Snuff company with stable business 
but declining profit margins. $4 
dividend exceeds earnings, explain- 
ing the generous yield. 





j|Liggett & Myers B................ 4.64 4.30 5.39 


4.00 


95 


4.2 


17.7 Al 


Sales growth slightly less 
pressive than that of American To- 
bacco and Reynolds; substantial 
debt affects investment quality. 





ROMUIGH a icravsiinae certo dene 1.43 Vie ets 


1.00 


21 


4.8 


17.3 B2 


Smallest of ‘'Big Four''; earnings 
well maintained by above-average 
sales gain for "'Old Golds". 





2.67 -89Se6 


Philip Morris X 


1.50 


43 


3.5 


16.1 B3 





Reynolds Tobacco BW E97 1.84 2.62 


17.5 


43 


4.1 


sales qrowth due to 
¢dvertising, but profit 
margins disappointing in recent 
vears. Dividends liberal in rela- 
tion to earnings. 


Remarkable 
successful 





16.4 Al 


Second largest cigarette producer, 
with popular "'Camels.'' Like other 
cigarette leaders has substantially 
increased senior capital, to carry 
bigger inventories. 





U. S. Tobacco W 1.34 1.13 


1.20 


22 


5.4 


19.5 B2 


Formerly had fine growth record 
but earnings in declining trend 
since 1940. Strong financial posi- 
tion. Good for income, little appre- 
ciation prospect. 





(a) All figures adjusted for 2-for-1 split October, 1946. 











Se6—For 6 months ended September 30. 


Se9—For 9 months ended September 30. 
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for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MacaziInr oF WALL StTREET’s Index of Bond 


Prices showed the following changes for the 

period indicated: 
On On 
Jan. 11 Jan. 18 

40 Domestic Corporates if ie: & ee 
10 High Grade Rails 113.0 113.0 .. 
10 Second Grade Rails 255.3 2553 ... 
10 High Grade Utilities 98.7 98.9 -+ 2 
10 High Grade Industrials 99.5 994 — .1 
10 Foreign Governments 128.1 128.8 + .7 


In regard to changes in the status of bond prices 
for the period under review, it will be noted by a 
glance at our tables that practically no comment is 
needed. The usual January activity by institutional 
investors caused only a minor hardening in the High 
Grade Utilities group, the prices for all other domes- 


Thin 
markets for foreign bonds, to be sure, lifted aver- 
age prices about three quarters of a point for this 
division, but this exception held no special signifi- 
vance. 


tic issues remaining at a near frozen level. 
> 


Investment bankers are looking forward to an 
active absorption of new issues during the current 
year, as railroads reach out for new equipment, 
Cities and States implement numerous peacetime 
programs and industrial concerns continue to mod- 
ernize and expand. While there is some prospect 
that rates on shorter term issues may show a slight 
upward trend, prime issues with a long maturity 
date show little indication of becoming available at 
much above current very modest vields. As for sec- 
ondary bonds and preferreds, the potentials are 
somewhat different, depending upon the outcome of 

transitional economic developments. 
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Until the new and divergent trends 
now in the making for many industries 
and their components become more 
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3 ° 10 SECOND EX ee “id clearly marked, it is just too much to 
. expect that speculative enthusiasm on 
Rite — the up side will become highly expres- 
© AS sive. To the contrary, while the Maga- 
9 sa . zine of Wall Street has great confi- 
0 3 Fae OAS ‘wey — dence in the longer term outlook, we 
5 pernoetia 3 feel that with a little patience inves- 
] 0 had old °° soenny m tors will find selective opportunities 
schon — lle oe ua nail for investing their funds with greater 
uw ay eet Neusiedl pi reward a bit later on than right at the 
- ve — bi 2 moment. In other words we continue 
SEPP Sincinccornesansdtuars iia antl soa to advise caution and restraint in put- 
- ae = Sea 2 ting surplus funds to work, preferring 
2 is lt att nee rN, c emphasis upon a strong cash position, 
& 100 | a itl for we believe these policies will pay out. 
u po oe A Re. ase 4 r 
2 10 HIGH GRADE mir MUNICIPAL BONDS, as predicted by 
v ool, L | 7" | oh L | 7! a LI SST ie Ps us in recent issues of the Magazine, 
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3 SCALE AT RIGHT 


have been drawn into the limelight in 
increasing volume of late, with every 
prospect that in the near future some 
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more sizable offerings will appear. Among the more 
important tax free issues of this kind, an aggregate 
of $35.5 million East Bay Municipal Utility aque- 
duct and sewer bonds have already provided a good 
test of market conditions.. This issuing authority 
embraces Oakland, California, and the bonds were 
offered at prices to yield from .65% to slightly over 
154 % according to maturity pag $5 million State 
of Mississippi 234 % Highway bonds, payable solely 
from gasoline tax income, were marketed to yield 
from 2.25% to 2.85%, with serial maturities. $9.6 
million various purpose bonds of Phoenix, Arizona, 
were offered by a group of bankers headed by Leh- 
man Brothers. Another Western municipality to 
borrow of late was Seattle, Washington, by selling 
$6.5 million light and power bonds to a banking 
syndicate led by Blair & Co. and John Nuveen & Co. 
At reoffering prices these yielded from .90% to 2%. 

Reports are current that Montreal, Canada, is 
trying once more to interest American bankers in 
buying a sizable block 








BIRMINGHAM ELECTRIC CO. 4.20‘ preferred 
stock offered by First Boston Corporation and asso- 
ciates at par has sound fundamentals in its favor. 
This operating company has a perpetual franchise 
in the important community which it serves. 
Through efficient management, net earnings have 
trended slowly but surely upward for some years 
past, and demand for the company’s various services 
is experiencing consistent growth. For the past sev-_ 
eral years interest charges on outstanding debt have 
been earned more than four times over, leaving an 
amount available for preferred dividends equal to 
well over $20 per share. This favorable status should 
be further improved by substitution of the new pre- 
ferred for outstanding 6% and 7% issues, and by 
providing $2.4 million cash to finance revenue pro- 


ducing betterments to the company’s system. 


WHEELING STEEL CORPORATION 5% cumulative 
convertible preferred stock, recently quoted around! 
98, enjoys certain fun- 








of her dollar bonds, for 


‘ Pe: | 
refunding of similar out- |) 


standing obligations |, 
bearing a higher rate |; 


than this City hopes Bonds: 


Suggestions for Current Investment Funds 


damentals worthy of 
study by investors.. 
These shares have ex- 
hibited considerable vo-- 
latility for a senior is- 


Recent Call Current 
Price Price Yield 


... $108 $107! 4.6% 












3 - =) | Amer. & For. Pwr. Deb. 5's. 2030 .... sue, the pric range 
will be needed under |} Ailantic Coast Line Gen. 41/3, 1964... 104 ONC, 43 tia ose 47 we 
current market condi- |} Boston & Albany R.R. Term. Imp. 414's, '78 .. 97 105 44 during the 1946-47 pe- 
tions. Some months ago _ || Missouri, Kan. & Tex. Ry. Ist 4's, '90 00 93 yo = riod having been high 
, ae) sae " N. Pacific Ref. & Imp. 5's, C, 2047.0... 101 105 4. aan OTE a 6 
= offering by Montreal Southern Pacific Deb. 4!/2's, 1981 ooo... 97 110 4.6 I 10% ive a low a 
: $47.8 million bonds ]} Texas & Pacific Ry. Gen. & Ref. 37%, ‘85 ..... 103 105! 3.8 — this _ “7 )- 
of this character failed ably be attributed to. 
to attract any bids from ennai ,, || the generally upset con- 
American bankers be-_ {| Asse, Dry Goods $7 2nd Pd. sree - $124 NC. 5.6% || ditions in the industry 

| rst gC Baldwin Locomotive $2.10 Pfd. ......... 42 $40 5.0 et ] A 
cause the terms w ere Barker Bros. 4!/2% ($50 Par) Pfd. ... 5! 55 4.4 aquring the early par 
considered as too stiff, _ ch oe ee = we = of last year, due to 

rae z enera igar > Cum. Diy saeeacgadhewaacsies ae G, y trikac / 44 J , 
although the City has Goodyear Tire & Rub. $5 Cum. Cv. Pfd. ........ 107 105 4.7 cb ike ve RN 
recently had better luck |] Lipton (Thos.) 6% Cum. Pfd. (Par $25) .... 30 30 5.0 the converti dle privilege. 
with some large refund- sam ber _ Shit _ - Pfd. (Par $25) 36 N.C. 3.8 expires next July 1 and’ 

COR Om ee ae eee tokley-Van Camp $1 Prior Pfd. ou... 21 21 4.7 ep eae 
inp WeuCS sold to Cana- Union Pacific 4% Non-Cum. Pfd. ............. N.C. 3.7 there — to be = 
dian bankers to refund |] Virginian Rwy. 6% Cum. Pfd. (Par $25) N.C. 3.9 chance of a worthwhile. 
outstandings payable in conversion into the com- 
its own currency or in |}N-C.—Not Callable. *Not prior to July 1, 1952. mon stock before that 











date. Hence a certain, 








sterling funds. 


SWIFT & CO.'s recent sale of $50 million serial and 
term debentures attests to the readiness of institu- 
tional and other investors to accept a relatively mod- 
est yield, providing the borrower’s credit is rated as 
prime. For $15 million of the debentures maturing 
from 1948 to 1957, the available range of yields was 
from 1.10% up to 1.90%, dependent upon the due 
date. For $25 million all maturing in 25 years, the 
asking price was par for 254 %s. From the proceeds 
of these two issues Swift & Co. will redeem $18,- 
750,000 outstanding debentures and in the process 
effect some savings in annual interest charges: Addi- 
tionally, a substantial sum will be added to working 
‘apital and to provide funds for modernization and 
expansion of the company’s facilities. All in all, 
Switt enters the new year with a snug capital struc- 
ture consisting only of the debentures and its com- 
mon stock issue, and with its treasur y in a lush con- 
dition. 
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degree of speculative 
appeal has diminished. On a basis of income alone, 
however, the picture has considerable in its favor. 
Prior to last year, net earnings applicable to the 
preferred averaged about $12 per share for a full 
decade. Despite discouraging conditions in the 1946 
first quarter, for nine months ended September 30, 
last year the available net came to $8.78, a rela- 
tively small dip compared with the same period of 
the previous year. More recently it is thought that 
earnings have been trending significantly upward, 
and. the company’s outlook for 1947 has many 
bright spots. Sale of a subsidiary, Portsmouth Steel 
Corp., a few months ago, swelled Wheeling’s liquid 
resources by some $12 million, besides landing im- 
portant orders for sheets from the Kaiser-Frazer 
Automobile interests. Wheeling is an important fac- 
tor in the steel industry, specializing rather strongly 
in output of light steels of various kinds, and opera- 
tions are fairly well in- (Please turn to page 519) 
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Vogues 


There are vogues in stocks, just 
as there are in women’s hats—but 
with more reason. To say that the 
investor should not argue with a 
vogue in the market is true 
enough but a decided over-sim- 
plification. There is big money in 
riding a vogue provided one steps 
off before—preferably shortly be- 
fore—it ceases to be a vogue. The 
reverse is also true. From time to 
time some stock groups become so 
unpopular that prices fall well 
under real values. Today durable- 
goods stocks are in vogue (at least 
relatively speaking), while con- 
sumer-goods equities are in the 
dog-house. Many of the latter 
have fallen as much as 50% from 
their bull-market highs. Maybe 
they will go still lower. There is 
no assurance in recent market ac- 
tion that they will not. But if you 
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look over any list of quality stocks 
with long dividend records you 
will find that many more of them 
are in the consumer-goods field 
than in the so-called heavy indus- 
tries, for basic and obvious rea- 
sons. The writer suggests that it 
is time to avoid getting over-pes- 
simistic on this broad group of 
stocks and to be on the lookout 
for under-priced values in some of 
the best of them. 


One Prediction 


The president of Allied Stores 
predicts an operating margin of 
about 7.5% this year, against 
10% last year. Volume figures to 
be tena the same, with increased 
sales of hard goods offsetting 
shrinkage in soft goods. There- 
fore, 1947 profits might well be 
over $7 a share, against a current 
dividend rate of $2 which at this 








American Distilling 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Catalin Corp. 





Celotex 
Emerson Radio & Phono, ........-c+scsssse 
Int'l Minerals & Chemical ...............:-000 
Joy Manufacturing .... 
Manhattan Shirt 
Martin-Parry 
Reynolds Tobacco 
Wilson & Co. 


























1946 1945 
Dec. 31 quar. $2.17 $1.99 
Year Dec. 31 1.40 36 
Year Oct. 31 4.17 57 
Year Oct. 31 3.35 2.01 
6 mos. Dec, 31 1.30 30 
Dec. 31 quar. 2.03 56 
Year Nov. 30 5.40 2.37 
Nov. 30 quar. 77 36 
Year Dec. 31 2.62 1.84 
Year Oct. 26 3.43 1.64 

















y 





2 PT. 


writing, with the stock around 382, 
yields over 6% return. We cite 
this merely as an example. On 
its long-term record Allied must 
be rated as a speculative stock. 
The considerations advanced ap- 
ply to most trade stocks. On the 
one hand, there can not be a 
heavy-industry boom alongside of 
poor retail trade. On the other 
~~ operating margins of 7.5% 

- thereabouts are pretty meee 
aeetisne for efficient retailers in 
reasonably satisfactory years. For 
them probably the difference be- 
tween 1946 and 1947 is the 
change from _ out-of-this-world 
earnings to good earnings, which 
is right and proper in the transi- 
tion from a sellers’ market to a 


decent deal for the consuming 
public. This column would be 


more interested now in watching 
for buying opportunities in the 
best trade stocks—such, for in- 
stance, as May Department 
Stores, J. C. Penney, Sears, Roe- 
buck and Woolworth — than in 
further selling. 


The Movies 


The motion picture stocks have 
also been in the dog-house. Since 
they have shown no impressive 
rallying power to date, this writer 
is not prepared to guess whether 
they have finally been over-sold. 
But people are not going to stop 
going to the movies. And predic- 
tions of great activity in durable 
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goods and of a 1947 national in- 
come only moderately under that 
of 1946—which is about the way 
it looks to this department—do 
not fit in with any notion of a 
collapse in movie earnings. Mar- 
gins will be a bit narrower, but 
economies can be found, now that 
the lushest money is a thing of 
the past. Conceding a decline in 
earnings, Will it be as much as the 
fall in stock prices has dis- 
counted? Taking a look at the 
most conservative issue, here is 
Loew’s selling around 24, paying 
a regular $1.50, yielding over 
6.2% (not counting the 1214- 
cent extra paid in the last fiscal 
year). Dividends have been paid 
continuously since 1922. Earn- 
ings last year (estimated) were in 
the vicinity of $3.50 a share. We 
would anticipate, perhaps, $3 this 
year. Should it be no more than 
$9.50, the dividend would still be 
secure and the present price less 
than 10 times earnings. We re- 
peat, the stock might go lower; 
but on apparent values — which 
are by. no means the same thing 
as prices—it is already within a 
zone where there is probably a 
better case for scale-down buying 
than for further dumping. 


Concerning Liquors 


The liquor stocks are another 
consumer-goods group which rode 
high, wide and handsome in the 
bull market, but which are now 
sadly out of vogue. This column 
will frankly admit that it does not 
know what to think about them. 
The real values are a lot harder 
to figure, even most roughly, than 
in retail trade or the best movie 
stock. Hence, on this group, we 
will “‘pass”’, saying nothing either 
encouraging or discouraging. It 
is not enough that stocks have 
come down greatly, if one is un- 
certain of genuine values. As a 
more extreme case, take the air 
lines. These stocks have, in effect, 
suffered a major bear market, 
against a, so far, mild bear mar- 
ket for the general list. Does that 
make them cheap? The writer 
doubts it. They may still be high. 
When a major system (TWA) 
has to be bailed out with another 
$10 million of the Hughes money, 
besides needing several times that 
amount in borrowed funds, one 
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wonders what can be in it for the 
general, absentee stockholder. If 
the industry ultimately escapes 
some mergers, or bankruptcies, it 
will be something new in the his- 
tory of the transportation busi- 
ness. 


Building 


In our issue of January 4& it 
was noted in this column that the 
Department of Commerce looked 
for about $21 billion in construc- 
tion activity this year, inclusive 
of maintenance, compared with 
around $14 billion for 1946. We 
said then, and still believe, that 
the $21-billion estimate is fanci- 
ful. However, from trade sources 
which have proved conservative in 
the past we now get a projection 
of $17 billion to $18 billion, or 
roughly 20%-30% over 1946. 
That would mean some good earn- 
ings gains for makers of build- 
ing materials. It is our feeling 
that above-average market action 
by the building stocks very likely 
will continue. 


American Radiator 


It takes a real building boom 
to provide more than modest per- 
share profits for this old-line com- 
pany, as there are over 10,000,- 
000 shares of stock outstanding. 
As to the real boom, the company 
is in it. As to the stock, the price 
has been subject to bigger-than- 
market swings, despite the large 
capitalization. The writer would 
figure 1947 earnings at some- 
where near $1.50 a share. The 
stock is priced at around 10 times 
that estimated sum. Because of a 
strong financial position, this 
company leans to a generous divi- 


dend policy. It seems a reasonable 
expectation that $1.50 of earn- 
ings would result in not less than 
$1 in dividend. If so, the current 
price may afford a yield of over 
6.5%. The stock’s range this 
year has been 23-12%; and as 
this is written it is around 15. For 
those interested in a_ current 
speculation, this equity seems to 
carry above-average possibilities 
with below-average risk. 


Wow! 


Just as we are ruminating 
about building, along comes the 
Celotex report for the fiscal year 
ended October 31. Net profit 
zoomed to $4.17 a share, from 57 
cents in the previous year. This 
is, by a wide degree, a new all- 
time high in earnings and in op- 
erating margin. It suggests that 
well-situated makers of building 
materials are in a sellers’ market 
which can have as_ spectacular 
earnings results as most soft- 
goods lines had last year, except 
that it should last longer. We 
have cited speculative possibilities 
in Celotex before in this space, 
but certainly under-rated the 
earning power. It is partly due 
to general building conditions, 
partly due to the company’s ex- 
pansion, partly due to the low 
cost of the basic material, which 
is waste fibre from southern sugar 
cane. Bear in mind that the period 
covered by this report included a 
number of mediocre months in 
building volume, in late 1945 and 
early 1946. Results for the last 
fiscal quarter suggest a current 
annual earning rate of around $6 
a share. The stock is priced, as 
this is written, at about 29. 

(Please turn to page 518) 








Disney, Walt. Productions .................0+. 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 
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Kansas City Southern Rwy. .............0..0-+. 
Northern Pacific Rwy. ........s-sccssccsscecceess 
Pennroad 
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Reading Co. 
U. S. Leather "A" 
Waco Aircraft 
West Virginia Coal & Coke ................ 
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1946 1945 
Year Sept. 28 $ .26 RE | 
Year Oct. 31 .74 1.81 
Year Nov. 30 1.62 1.66 
11 mos. Nov. 30 4.76 7.46 
11 mos. Nov. 30 2.49 6.42 
Year Dec. 31 .26 .27 
11 mos. Nov, 30 61 3.51 
Year Oct. 31 2.06 3.13 
Year Sept. 30 02 64 
Year Dec. 31 1.06 1.94 

























































The Personal Service Department of Tue Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which dees not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


6. Special rates upon request for those requiring additional service. 





Sunray Drug Company 


I would like to make an inquiry about 
Sunray Drug Company traded on the 
Curb. I note that it has a record of earn- 
ings near the $2.00 mark for some time. 
I am wondering how it is managed and 
what the chances are for gain, also the 
financial set up. It has a small capitaliza- 
tion. Have they very many stores and 
where located? Is it a progressive organ- 
ization? Any information that you can 
give me will be much appreciated. 

H. L., Gouverneur, N. Y. 

Sun Ray Drug Company was 
incorporated June 27, 1929, in 
Pennsylvania. The company op- 
erates a chain of 95 drug stores, 
70 of which are located in Penn- 
sylvania, principally in the Phila- 
delphia area, and the remainder 
in New Jersey, Maryland, and 
Delaware. Of these stores, 35 were 

“d 
acquired as of January 31, 1946 
by merger with Nevins Drug 
Company, and operations of 12 
units was taken over July 1, 1946 
with the purchase of the assets of 
Media Drug Stores, Inc. In ad- 
oD >] 
dition, there were 30 stores oper- 
ated independently under licensed 
agreement with the company 
“formerly with Nevins Drug Co.” 

Capitalization consists as fol- 
lows: 15-year debentures 314% 
due August 1, 1961, authorized 
and outstanding $2,000,000. Six 
per cent cumulative convertible 
preferred stock ($25 par) au- 
thorized 30,000 shares and out- 
standing 8,445. Common stock 
authorized 400,000 shares and 
outstanding 105,528 shares. Sales 
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for fiscal year ended January 31, 
1946 amounted to 11,159,082, 
and net income $443,523, equal 
to $1.56 a share. This compares 
with 2.29 in the preceding year. 
One dollar in dividends were paid 
in 1946. Balance sheet as of Jan- 
uary 31, 1946 showed total cur- 
rent assets of $4,054,893: total 
current liabilities $1,960,526: net 
current assets $2,094,367. 

Management is progressive as 
evidenced by the expansion pro- 
gram in recent years and earnings 
outlook for at least the near term, 
continues favorable. 


Penick & Ford 


IT am a recent stockholder of Penick § 
Ford and desire available information re- 
garding this company. 

Especially, 1—Is it in a highly competi- 
tive field? 2—What are its growth poten- 
tialities?. 3—Are they expanding or have 
they any expansion plans? 

J. P., Hershey, Pa. 


Penick & Ford, Ltd. was estab- 
lished in 1898 and incorporated 
February 7, 1920 under the laws 
of Delaware. Company is a lead- 
ing producer of corn derivatives, 
its products include — starches, 
sugars, syrups, crude and refined 
corn oil and by-product  stock- 
feeds. Major portion of corn 
products are sold in bulk to in- 
dustrial users in the candy, ice 
cream, baking, textile, canning, 
rayon, paint and feed fields. 
Packaged foods are sold under 
the trade names of Brer Rabbit 
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(molasses), Vermont-Maid Syrup 
and My-T-Fine (desserts). 

Sales have expanded greatly as 
evidenced by the figures of $15,- 
400,000 in 1936 to $28,480,919 
in 1945, and 1946 is expected to 
show a further increase. 

Capitalization consists solely of 
369,000 shares of common stock 
outstanding. 

Consolidated Balance Sheet as 
of December 31, 1945 reported 
total current assets $10,539,994, 
total current liabilities $3,134, 
425, net working capital 7,405, 
569. 

Earnings for 1945 amounted 
to $3.70 a share. For the nine 
months to Sept. 30, 1946 net 
profit was $1,368,717, equal to 



























$3.71 a share. 

Dividends paid in 1945—$3.00 
a share. In 1946 dividend pay- 
ments increased to $4.50 a share. 

Stockholders are to vote March 
25, 1947 on a proposed 2-for-l 
split of outstanding 369,000 no 
par common shares by issuance of 
one additional share for each 
share held. 

Competitive position of concern 
is good as no important con- 
petition from imported tapioca 
starches is likely for some time 
ahead. Also large imports of 
starch from the Far East seem to 
be years away, nor does there ap; 
pear to be a threat of over-pro 
duction of cane sugar in the nea 
future. 

Favorable prospects brighte 
outlook for producing profits i 
the period ahead as large or eve 
larger than in the past decade. 

















e e 
Vanadium Corporation 
. 
of America 
Purchased 100 shares at 1814, of Vana 
dium Corporation January 3, 1947. Pleas 
advise what products Vanadium Corpora 
tion manufactures and long term outlod 


for company. 
D. J., Northampton, Pd 


Vanadium Corporation of 
(Please turn to page 524) 
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Keeping Adbreaat af Judustriial 


¢ and Comnany News + 





According to C. J. Reece, president of Continental Motors Corporation, sales 
of engines and parts by his company exceeded $45 million last year, establishing a 
new peacetime record. In view of the turbulent conditions in this industry during 
much of 1946, this performance warrants considerable optimism over next year's 
progress, barring further labor strife. 








Latest concern to seek stockholder approval of a split—up is sound old John 
Morrell & Co. Plan is to triple the authorized amount of common from 400,000 shares 
to 1.2 million and declare a 2 for 1 split, according to T. Henry Foster, Chairman. 
Morrell enjoys a long record of dividend distributions, and the rate for several 
years past has been $2.50 per share. 





C. H. Shaver, Secretary of United States Gypsum Co., is said to have esti- 
mated that net per share of his concern for 1946 may reach $9.75, compared with $3.14 
for 1945. This improvement would strongly reflect the growing boom in the building 
industry which only yet has begun to get into its stride. 





For $35.1 million Dow Chemical Company has acquired a large Government— 
owned plant at Velasco, Texas, operated previously for Federal account by the buyer. 
Styrene, the chief ingredient for synthetic rubber, and magnesium are made there. 
By this deal, Dow's output of styrene will be permanently and substantially enhanced. 
To finance the deal, Dow arranged a term bank loan at low interest rates. 





Recent sharp drop in silver prices to around 71 cents per ounce should prove 
@ boon to many industrial users if the down trend holds for long. Eastman Kodak Co., 
for instance, uses some 15 million ounces of the metal for sensitizing its films. 
This would lower operating costs by about $3 million annually at the current price 
level. 





Truck production last year established a record for strictly civilian type 
vehicles in this category, says the Office of Temporary Controls. 1946 output came 
to 940,585 units. The 1941 record of more than a million was boosted by inclusion 
of some 200,000 military vehicles. But OTC is less glowing in reporting passenger 
car production last year. Output here was only 2,155,924 cars. 





The upward trend in production by the steel industry continues to show 
encouraging vigor. A week ago the rate hit 91.8% of capacity, with a good chance of 
topping 92 in the following period. Barring unlikely further work stoppages, it 
looks as if this basic industry would soon be pressing hard upon wartime records. 





Aluminum Company of America's recent offer to exchange new 3 3/4% preferred 
stock for old 6% preferred has met with such outstanding success that the company has 
ceased to accept any more proffers. Balance of the 6% issue will be redeemed at 110 
and accrued dividends on March 24. The readjustment should add several million 
dollars to net earnings applicable to the common, from year to year. 
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While shortages of machinery and materials reduced Artloom Corporation's 
output by about 26% during the first three quarters of 1946, with more ample supplies 
this concern speeded up in the last. quarter and topped for the year its 1945 volume 
of $6.4 million. Outlook ahead is bright, with-prospects that 1947 sales may reach 
$10 million. 


Growth potentials for the natural gas industry have been substantially en-— 
hanced by increasing popularity of bottled gas or LPG. Ability of the producers to 
effect delivery of this valuable fuel in containers even to the most remote regions, 
has increased sales in two decades from a level of about half a million gallons to above 
a@ billion gallons, and the horizon appears limitless. 





Producers of pre-fabricated housing have discovered a new and sizable market 
for their output among farmers. For a cost of merely $42 per unit they are supplying 
portable pre—built hog houses to meet the most fastidious tastes of their occupants. 





As natural rubber begins to return to market in an effort to displace its 
war—bred synthetic rival, Firestone Tire & Rubber Co. feels happy in scanning its 
Liberian rubber plantations. Production of crude there amounted to more than 48 , 
million pounds last year, a new record. But Firestone expects to continue its large 
scale production of synthetic rubber, in several Government owned plants. 





A new wrinkle in the distribution of movies was recently tried out in Dallas, 
Texas, when 19 theatres there simultaneously featured Howard Hughe's much discussed 
film "The Outlaw". Total seating capacity of these theatres was 17,000. 


According to: Richard H. De Mott, vice president of SKF Industries, Inc., the 
railroad equipment industry is becoming one of the most important markets for anti- 
friction bearings. From other sources come reports which bear him out, for a recent 
large order for freight cars specified that ball bearings were to be installed. 











Progressive Johns—Manville Corporation is quietly constructing its second 
and: main unit of a large research laboratory not far from Bound Brook, N. J. In the 
long run five modern buildings, specially designed for experimentation both in the 
laboratories and in pilot plants will be grouped on a ninety three acre tract. 





The Interstate Commerce Commission figures that first quarter of 1947 expen— 
ditures by the railroads for equipment may total more than $175 million — a good 
start for the current year considering that total outlays in this direction for all 
of 1946 came to only $338 million. With Washington forming plans to grant priorities 
to equipment producers in the near term, outlook for this industry seems brighter. 


Worry over vanishing supplies of domestic crude oil is much exaggerated, 
judging from recent comments made by Eugene Holman, president of Standard Oil Company 
{N. J.). Geologists of his company are of the opinion that discoveries of new re— 
serves in this country alone will at least equal the vast quantities already discovered. 








To what an extent American consumers have been spending their money for high 
quality, if not luxurious, items is disclosed by the Oriental Rug Institute. 1946 
retail sales of these imported hand-woven floor coverings in this country totalled 
about $40 million and if any Chinese rugs had been available another 50% would have 
been added. 


Although some divisions of the razor industry consider that production of 
blades has now caught up with demand, Gillette Safety Razor Co. disclaims any such 
situation for its own part. This pioneer in the field is employing the largest num 
ber of employees in its long history and predicts that its present allocation of 
razors and blades may continue for several months yet. 
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“\ The BUSINESS ANALYST 





SUMMARY 
MONEY AND CREDIT—Government to continue low 


interest rate policy and high war-time excise taxes. 
President predicts budget surplus of $1.8 billion for 
fiscal 1948, if present tax rates are retained and second 
class postal rates are raised to eliminate postal deficit. 
Treasury will redeem in cash, on Feb. |, an additional 
$1 billion of 74°% debt certificates. Previous redemptions 
have cut total money supply by 5%. Foreign silver at 
New York now 20¢ under Treasury's buying price for 
domestic product. Listed stocks may be bought after 
Jan. 31 on 75% margin. 


TRADE—Department store sales in week ended Jan. || 
were 24%, above like week last year. 


INDUSTRY—Business activity continues to establish new 
high records. Fourth quarter average was 7.2°/, ahead 
of like period in 1945. Business level for 1946 calendar 
year, despite strikes, was only !/, of 1% below 1945 
and less than 2% under the peak war year, 1944. 


COMMODITIES—Spot and futures markets lower, but 
wholesale and retail prices still make new highs. Butter, 
eggs, poultry and hides now far below black market 
peaks; but still above former O. P. A. ceiling prices. 
Government asks farmers to plant less acreage to wheat 
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and corn and more to other crops. December cotton 
consumption 19% above year earlier. 

Business Activity continues to establish new all-time 
highs. Overall level during the week ended Jan. |! was 
nearly 10% ahead of last year at this time. This pub- 
lication's index of business activity, which measures the 
physical, rather than dollar, size of the national gross 
product, reached 171.5% of the 1935-9 average in 
December, compared with 170.5 for November and 161.8 
in Dec., 1945. Fourth quarter average was 170.5—0.8 
point under the third quarter; but 7.2% above the final 
quarter of 1945. Business activity for the 1946 calendar 
year averaged 167.1—only !/4 of 1% below 1945 and 
less than 2% lower than for the record high year, 1944. 


baal « * 


On a per capita basis, our Business Index average 
156.7 in December, compared with 156 for November 
and 149.3 in December, 1945. Fourth quarter average 
was 156.1, compared with 157.1 for the second quarter 
and 147.6 in the final quarter of 1945. For 1946 as a 
whole the index registered 153.5% of the 1935-9 aver- 
age, compared with 155.6 for 1945. 


x * * 


The new year opens with labor in a more conciliatory 
mood and less inclined to stage industry-wide, paralyzing 
(Please turn to following page) 
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Inflation Factors 
Latest Previous Pre- 
Wk or Wkh.or Year Pearl 
I Date Month Month Ago Harbor PRESENT POSITION AND OUTLOOK 
a] aa 
| MILITARY EXPENDITURE (#f) $b | Jan. 15 038 031 0.76 0.43 (Continued from page 509) at 
| Cumulative from Mid-1940.............. Jan. 15 348.2 347.0 325.1 14.3 Strikes as the new Congress prepares to con- 4 in 
| sider revision of our labor laws. Should present 3 
FEDERAL GROSS DEBT—S$b Jan. 15 259.2 259.0 278.0 55.2 hopes of escaping repetition of last year's pro- 2 | 
longed work stoppages be realized, 1947 should : = 
MONEY SUPPLY—S$b witness a high level of employment and business | | | @ 
Demand Deposits—101 Cities........ Jan, 15 40.1 39.8 37.7 24.3 Profits. asa ee 
| ee Jan. 15 285 287 28.1 10.7 
eer RK The New Year opened strong for retail trade, | 
| with Department Store Sales in the fortnight = 
BANK DEBITS—-13-Week Avge. ended Jan. II averaging 31% larger than in a 
New York City—$b.....00 ee Jan. 15 7.26 7.22 7.52 3.92 Let + st 
100 Other Gities—$b.......cccccceeecssee Jan. 15 6 tas gay | OO - ae 
| ; Income Payments to individuals in November p 
INCOME PAYMENTS—$b (cd) Nov. 14.25 14.67 13.08 cn rere greatest for any like month on record. Pi 
Salaries & Wages ied) eae tre Nov. 9.17 9.19 8.54 5.56 ct, ee oe 
Interest & Dividends (cd)... .......... Nov. 0.58 0.89 0.54 0.55 2 5 Baths 
| Farm Marketing Income (ag)....... Nov. 3.08 3.34 2.28 1.21 An increase of 193% in the Nation's Money 
Includ'g Govt. Payments (ag)....... Nov. 3.09 3.35 2:32 1.28 | Supply (deposits plus money in circulation) 
: from mid-1939 to the end of 1946 was accom- i i 
| CIVILIAN EMPLOYMENT (cb) m | Dec. 56.3 57.0 51.2 52.6 | panied by widely divergent, though — 
| Agricultural Employment (cb)........ 7 72 19 72 8.9 | smaller, Price Increases. ..During the Mh-year - 
Employees, Manufacturing (Ib).. | Nov. 15.0 14.8 13.1 13.8 interval, wholesale prices rose 86%, with farm $ 
Employees, Government (Ib)...... | Nov. 5.3 5.4 5.6 4.6 products up 177%, food 140%, raw materials 4 
UNEMPLOYMENT (cb) m Dec. 2.1 1.9 2.0 3.4 132% and non-farm products 53%. Meanwhile lg 
living costs rose 56%, retail prices 74%, hourly 
FACTORY EMPLOYMENT (1Ib4) Oct. 147 147 128 147 wages in weapaneaeiieis 87% and income pay- A 
Bosrmbbin MEBDOON. $55.5. shcssessesczcscoteiorevetee Oct. 170 169 143 175 ments 130%. rv 
Non-Durable Goods ............c:sesee Oct. 129 129 116 123 ie se : aes : 
FACTORY PAYROLLS (Ib4) Oct. 286 284 223 198 The Nation's money supply rene ed its pea 
in February, 1946. In the ensuing months, up 
to October, it contracted about 5%, owing to 
PACTORY HOURS & WAGES (Ib) redemption of bank-held Government securities 
eon wane (cents) Neg per acae ae ee Rt: te * ri ni out of Treasury balances. When and if retire- 
ee eeeeesereeeeeeeees +, 2 x a r Piss 
Weekly Wage ($).....::-sssscccsssessssee: Oct 45.68 45.41 40.97 31.79 ment of Government securities out of Treasury \ 
: cash comes to an end, the money supply will i 
in begin to increase gradually along with 
a again beg g % 
eee ene Jan. II 140.0 139.1 106.7 92.2 expansion in commercial bank credit. Conditions v 
eral COLD] wncerscrececceersersecees sien cone Nov 170.9 167.2 142.2 116.2 ote alt nek te: en chtalelnn rd m 
the late '20's when liquidation of inflated bank 
COST OF LIVING (ib3) Nov. 152 149 129 110.2 loans caused a 25% contraction in the money 
a Nov. 188 180 140 113.1 | suply between mid-1929 and mid-1933. h 
ething Nov. 169 167 149 113.8 . o*-% | 
vesaeleress Nov. 109 109 108 107.8 The President's Budget message, taken at face 3 
value, leaves little margin for tax reduction if 
RETAIL TRADE $b Uncle Sam is to live within his income. For the 
Retail Store Sales (od) .......-csssssoee Nov. 9.08 8.91 7.18 | 4.72 | fiscal year ended June 30, 1948, the President 
red - ‘Riinils 1 ned os po — estimates that receipts will exceed expenditures 
jon-Durable Goods ............ss0000 OV. ; f , i ka 
Dep't Store Sales (mrb) ................ ey 0.91 0.81 0.74 0.40 by only $202 million. He asked Congress to 
Retail Sales Credit, End Mo. (rb2) | Nov. 4.22 3.86 2.64 5.46 | raise second class mail rates and to continue 
war-time excise tax rates. Should Congress adopt 
both measures, the budget surplus would still be 
o ’ 
arrmne~r tana only $1.8 billion. It would cost the Government 
New Orders (cd2)—Total ........ ..... Nov. 233 227 183 181 ; h individual 
Durable Goods ............cssscssees scones Nov. 258 249 171 181 nearly twice that amount to cut individua 
Non-Durable Good ‘Nov. 218 214 191 157 Income Tax Rates 20%. 
se o'r “vow iia Ecce Nov. 269 244 202 184 ie <4 
Durable Goods ...........+00 csssccsces MND 280 263 200 223 Con 7 ee # d 
. gressional leaders have promptly agree 
satptsieerierendimmemmes Nov. 262 231 204 si to keep present Excise Tax Rates—partly as a 
revenue measure, and partly to remove the un- 
BUSINESS INVENTORIES, End Mo. certainty as to what prices for luxury goods will 
— a ie pe 6 a a ond be after June 30, which is hurting sales. 
BAUPACHUTOTS, .n<csccocencecsesecseescsesee ct. Q 4 : 5. r a le apes 
‘ Oct. 5.3 5.0 4.1 4.3 
ee cam aa 9.1 8.5 6.8 72 With world conditions in a state of flux, 
Dept. Store Stocks (mrb)................ Oct. 2.1 2.0 1.5 1.4 budget figures undertaking to look so far ahead 
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cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 
lb2—Labor Bureau, 1926—100. 


1935-9—100. 


tons, 


lb—Labor Bureau. 
m—Millions. 


Without compensation for population growth. 
st—Short tons. 


ment and Charge accounts. 


+—Thousands. 


pc—Per capita basis. 


en—Engineerting News-Record. 
lb3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. lt—iong 
mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
rh—Federal Reserve Board. 


tf—Treasury and Reconstruction Finance Corp. 


rb2—Federal 


Latest Previous Pre- 
Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—I—pc Jan. II 162.7 162.0 149.8 141.8 ; 
(M. We S.J ep. nneesssssssscceeeecseseee Jan. 11 = 178.0 =—«177.2,—S ‘162.3. 146.5 | as @ year and a half can be little more than 
“Guestimates". A the President' 
INDUSTRIAL PROD. (rb)—i—anp | Nov. 182 181 168 «174 ease ee ee 
Mining Nov 137 144 138 133 budget guestimate for the 1946-7 fiscal year 
Durable Goods, Mfr. .occccccssecsecssssee. Nov 214 213 191 215 placed receipts at $31.5 billion and expenditures 
Non-Durable Goods, Mfe................ Nov 171 168 158 141 at $35.1 billion. With this fiscal year now half 
CARLOADINGS—t—Total eae 831 687 773 833 over, the President now thinks that receipts wil 
Manufactures & Miscellaneous..... | Jan 362 306 359 379 be $40.5 billion and expenditures $42.5 billion. 
CES So 50 | UE Ger iver en eee Jan 114 97 116 156 If business should not be so good in fiscal 1948 
Grain : Jan. II 56 45 54 43 as in 1946-7, receipts would be less, and ex- 
ELEC. POWER Output (Kw.H.)m | Jan. 1! 4,853 4,574 4,163 3,267 per Aces yey cies oe 
of only million to support farm products 
a — ages _ m Jan. II 13.7 11.4 11.6 10.8 prices is almost surely over-optimistic. 
mulative from Jan, 1........... ..... Jan. II 20.5 6.8 20.2 446 oe ae te 
Stocks, End Mo Nov. 52.4 54.9 48.9 61.8 
PETROLEUM—(bbie.) Followers of The Magazine of Wall Street's 
Te 7 @ Common Stock index will be interested to note 
Crude Output, Daily... Jan. I 4.5 4.6 4.6 4.1 : . : 
Gasoline Stocks aie : istagetssscesestasnsagek io. i 97 94 100 88 that, omneneng with the current issue, the 
Fuel Oil Stocks Jan. I! 5] 53 38 94 1947 Index will cover 304 active common stocks 
i Heating SH SIONS isc sessicasscsesessiccs Jan. II 55 58 33 55 —four more than last year. Two issues included 
LUMBER, Prod. (bd. ft.) m Jan. I 372238331 6a2._—s{ i lat yoos's: Indien: hove Bean dropped tie your 
Stocks, End. Mo. (bd. ft.) b.......... Nov. 4.5 4.4 3.8 12.6 | —Budd Wheel, which was absorbed by Budd 
STEEL INGOT PROD. (st.) m aa. one er re bes, alenditarensantiecenndiedeanlg dade 
Cumulative from Jan. [o.ccsccssecccsn Dec. 66.4 60.6 79.7 74.7 | final stage of liquidation. Six issues—Colorado 
ne SoneiaNenen Fuel, Gen. Public Utilities, Philip Morris, Republic 
Pictures, Seaboard Air Line R. R. and United 
AWARDS (en) $m Jan. 16 110 90 45 94 , 
Cumulative from Jan. I... Jan. 16 263 152 176 5,692 peseederti sl seid ee added; me 
cause transactions in each last year exceede 
MISCELLANEOUS 1/5th of 1% of all transactions on the N. Y. 
Paperboard, New Orders (st) ¢.... | Jan. II 171 197 149 165 S. E. Th h h b ia h 
Cigarettes, Domestic Sales— b........ Nov. 27.7 32.8 25.4 17.1 ee ee ee eee ee ee 
Cigars, Domestic Sales—m.............. Nov. 547 588 468 543 manner as not to impair the continuity of the 
Mf'd Tobacco (Ibs.) m.........- . | Nov. 22:7 25.6 27.1 27.6 index or its sub-groups. A complete list of the 
Portland Cement Prod.(bbls.) m... | Nov. 15.3 16.4 10.7 14.9 304 stocks will be published in our next issue. 
Machine Tool Shipments—m............ Nov. 26.2 29.1 26.1 76.4 
ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 


l—Seasonably adjusted Index. 
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No. of 1947 Indexes ————— | (Nov. 14, 1936, Cl.—100) Dec. 31 Jan.4 Jan. I! Jan. 18 

Issues (1925 Close—100) Dec. 31 Jan.4 Jan. 11 Jan. 18 | 100 HIGH PRICED STOCKS. 86.70 85.61 84.15 84.47 

304 COMBINED AVERAGE .... 138.6 139.0 133.7 136.3 100 LOW PRICED STOCKS... 162.87 165.35 158.08 162.88 
4 Agricultural Implements .. 161.8 159.2 162.1 163.1 6 Investment Trusts. ............ 58.8 59.1 56.5 57.2 
I! Aircraft (1927 Cl—100) 157.1 161.0 I5l.tc 154.4 3 Liquor (1927 Cl.—!00) 933.6 894.3 778.5b 838.4 
6 Air Lines (1934 Cl—100) 576.9 596.5 547.5c¢ 555.5 8 Machinery 148.0 148.6 143.1 147.1 
G AUSOMIORE  o....06.0scncessos0000s- 143.3 142.8 128.5b 134.2 3 Mail Order 121.8 122.2 116.1b 116.5 
14 Automobile Accessories .. 202.9 206.4 198.7 210.0 3 Meat Packing 102.9 104.0 103.9 107.0 
11 Automobiles ........... ae 35.3 36.3 34.7 36.6 13 Metals, non-Ferrous . 187.9 188.0 182.2 182.0 
3 Baking (1926 Cl.—100).... 23.1 23.1 222 22.4 3 Paper . 39.6 38.1 36.5 36.5 
3 Business Machines ............ 286.7 285.5 272.3 270.9 23 Petroleum 182.6 181.9 176.2 178.2 
2 Bus Lines (1926 Cl.—100) 161.5 165.2 160.8 159.2 20 Public Utilities ...... 128.8 128.1 123.2 126.4 
Me CMOINIGAIS eco ricitcas sic 234.8 235.7 218.4 235.3 5 Radio (1927 Cl.—100). 19.2 19.7 18.9d 19.2 
2 Coal Mining ...........cc00 17.9 17.9 18.1 17.8 8 Railroad Equipment .... 71.0 71.1 69.6 71.2 
4 Communication  ...........0.0+ 54.6 54.3 52.1 51.7 23 Railroads 24.2 24.1 22.6 23.6 
13 Construction 64.3 63.7 60.7 61.9 3 Realty BOA eB dcweccceecccice 25.6b 28.4 27.2 27.6 
7 Containers Adlets) aan? ~~ 3BFQ™ ~-33H2" 3403 2 Shipbuilding 107.0 104.7 104.0 108.5 
8 Copper & Brass ................ 110.2 109.6 105.8 106.2 3 Soft Drinks .... 482.7 486.6 493.3 500.1 
2 Dairy Products ............00.. 69.6 69.7 65.9 61.4b 13 Steel & Iron .... 112.0 112.6 108.7 110.3 
5 Department Stores ............ 76.4 74.3 70.2b 70.8 SOSUGER occcrissccacss 68.2 66.6 64.5 64.4 
5 Drugs & Toilet Articles... 221.0 222.8 208.0 207.2 UNE os cacscecises cision 243.1 241.2 245.1 240.8 
2 Finance Companies ........ _ 247.9 246.2 245.4 244.9 Sy NENA ss cceacs 132.8 132.5 122.1 120.0b 
7 Food Brands: -.scse.isscseicsoves 185.4 188.5 181.3 182.2 3 Tires & Rubber ............ 37.3 37.1 36.6 37.1 
ZOO SHOIGS, Secs cacccesccsssnnsses 72.9 73.0 WS 70.6 G NON RCCGy - 6cisckiacsisisesis. 84.2 86.2 84.8 86.3 
3 Furniture ............... 87.6 86.7 84.2 86.0 2 Variety Stores. .......... 310.2 315.2 320.7 326.9 
3 Gold Mining oo... 763.6 780.4  760.6d 789.6 19 Unclass. (1946 Cl—100).. 100.0 100.0 97.5 100.2 

New LOW since: b—1945; c—1944; d—1943. 
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Trend of Commodities 





Weakness in commodity prices since our last issue has 
been, as usual, more pronounced in futures than in the more 
stable spot markets. Quite logically, declines have been 
sharpest for commodities in which there is a current or pros- 
pective over-supply. On Dec. | wholesaler stocks of canned 
goods were 60°), greater than a year earlier, with canned 
fruit up 190%, fruit juices 55% and vegetables 52%. Fruit 
and vegetable juice pack for the 1946-7 season will be 
almost triple the five pre-war year average. Frozen fruits 
and vegetables are glutting the market. With meat now in 
plentiful supply, there has been such a drop in demand for 
cheese that many factories have turned to making butter. 
The sugar shortage has led to an abnormally large demand 
for sweetened condensed milk to make ice cream, candy 
and baked goods. Condensed milk is made from skimmed 


milk. More skimmed milk leaves more cream to be made| 
into butter, Thus the increased supply from both these 
sources has caused a slump in butter prices to a cent or two! 


under the old O. P. A. ceiling of 66c, compared with the 
recent decontrol peak of $1. The American Meat Institute 
predicts that meat production this year will hit a 36-year 
high, permitting civilian consumption of 155 pounds per 
capita—1l0 pounds more than last year. But turkey market. 
ings will be 16% below last-year; since cold storage hold. 
ings are now more than double the 1942-6 average. In lieu 
of pegging farm commodity prices, Agriculture Secretary 
Anderson is pondering a new policy under which the Gov. 
ernment would pay producers the difference between parity 
and market prices. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec. 6 
Jan.18 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ........ 301.8 305.2 300.8 254.6 248.8 187.4 156.9 
I..lmport Commodities .... 285.0 289.8 289.8 226.9 229.8 168.9 157.5 
17 Domestic Commodities.. 313.2 315.7 308.4 266.8 261.8 200.4 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
LL ee 127.9 128.8 95.8 92.9 85.7 78.3 65.8 93.8 
BOON © isteseeces 1264 95.8 93.6 89.3 74.3 61.6 57.5 64.7 


Date 2 Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec. 6 
Jan.18 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture .... 302.6 311.8 311.0 312.5 313.0 243.4 163.9 





UPAR BOURHIIS <. cscscchssccnscenns 361.2 365.7 360.7 325.3 303.6 213.6 169.2 
16 Raw Industrials .............. 263.5 266.3 262.3 211.7 214.1 169.7 148.2 
COMMODITY FUTURES INDEX 

OcT. NOV. DEC. JAN. 
130 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
gh: e225: 121.73 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
POW ieee te.skee 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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1947 Prospects For 
Food Companies 





(Continued from page 499) 


tioned California Packing, Stoke- 
ly-Van Camp and Heinz. 

One factor which shows signs 
of improving prospects for many 
food processors in 1947, is the 
likelihood of a_ better sugar 
supply. Corresponding benefits 
should accrue to the producers 
and refiners of sugar themselves. 
As matters look now, the world 
supply of sugar during the cur- 
rent year should expand suffi- 
ciently so that industrial users 
may obtain about 27% more of 
this essential and currently scarce 
item than during 1946. But the 
improvement will not probably 
set in until after the end of the 
first quarter. Thereafter there is 
a good chance that allocations to 
industrial concerns may be raised 
from the present 60% level to 
about 80%. Householders, too, 
may be able to buy about 40% 
more sugar during the year. 
Much will depend upon Govern- 
ment policies in sharing with for- 
eign nations the 8.2 million tons 
of Cuban sugar which should be 
available to the United States, in- 
cluding our own domestic beet 
sugar crop. Washington, how- 
ever, has expressed a hope that 
about 6 million tons could be re- 
tained for domestic use, or an 
amount about equal to that of 
1940. Growth in population and 
increased consumption here at 
home will nevertheless hold per 
capita allocations to a subnormal 
level during 1947. 

Rather naturally the continued 
relative scarcity of sugar should 
swell demands for substitutes 
such as corn syrup, thus enhanc- 
ing the outlook for Corn Prod- 
ucts, Penick & Ford and others. 
With record grain crops assuring 
plentiful supplies of materials for 
experienced competitors in this 
field, their prospects are consid- 
erably brightened by the current 
economic status of their industry. 
As for the producers of sugar, the 
outlook is promising because de- 
mand will continue to exceed sup- 
ply during the year, and profit 
margins are not likely to suffer 
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much from stiffening prices. 
Larger plantings in the Carib- 
bean area and the new price of 
at least 3.765 cents per pound as- 
sured Cuban growers enhanced 
prospects at the plantation level. 
And although tariffs may soon be 
restored upon imports of Cuban 
sugar, refiners should experience 
little difficulty in passing along 
the increased price to consumers, 
because of the scarcity factor. 
With practically assured pros- 
pects for rapid sale of all sugar 
which they can refine during 
1947, and no apparent chance of 
a decline in prices, strong con- 
cerns such as American Sugar 
Refining, National Sugar Refin- 
ing and Cuban American Sugar 
should do fairly well for their 
shareholders in the current year. 


Lower Milk Prices 


For the dairy branch of the 
food industry, the outlook is one 
where a gradual price recession 
seems likely to bring in its wake 
a moderate decline in volume. In- 
deed the possible downward trend 
in prices could easily be more ex- 
pressive in this division than in 
some other sectors of the food in- 
dustry. During the latter half of 
1946, both producers and distrib- 
utors allowed prices to rise rather 
fast after the termination of 
OPA. Now that supplies of fluid 
milk have expanded sharply in 





line with the increased supply of | | 


cattle feeds, and the seasonal up- 
trend in production of milk is 
about to set in, prices for milk 
and butter have shown marked 
signs of weakening. It looks as if 
the trend might become still more 
marked with the return of spring. 
Hence chances are that prices for 
cheese, ice cream and evaporated 
milk may soon soften. But pro- 
cessors of all these products may 
benefit from reduced costs of 
basic materials to an extent which 
could hold earnings at a steady 
level, while tax relief has been an 
important factor in offsetting 
other mounting operating costs. 
As no letup in demand is indi- 
cated, 1947 operations should 
produce the usual stable earnings 
characteristic in the dairy field 
during periods when the national 
income is above average. 








SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, inthis space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number 155 of a 
series. 


SCHENLEY DISTILLERS CORP. 





Current Topic 


By MARK MERIT 





The many “pre-inventory sale” 
advertisements appearing in the 
daily papers these days, provide 
this recorder with an idea—not a 
new one—that while business is 
taking inventory of its goods and 
chattels this is also a good time to 
take inventory of the human ele- 
ment in business. 


“Taking stock” of ourselves and 
our fellow - workers in whatever 
business we may be engaged in, is 
always a good routine procedure. 
Today it is perhaps more impor- 
tant than ever. We’ve just been 
thru a prolonged period in busi- 
ness, when merchants have been 
more greatly concerned about re- 
taining their clerks than their cus- 
tomers, and sometimes they haven't 
hesitated to state so, openly. That 
won't work today. The customer is 
back in the driver’s seat and cour- 
tesy in business, which in many 
establishments has been on a long 
holiday, is back. Most of us can 
recall that the only place we could 
find the “word”, for several years, 
was in the dictionary. 

We have taken time out to in- 
terview business leaders in many 
lines, and most of them tell us that 
they never ceased their efforts to 
keep courtesy alive in their busi- 
ness transactions. There were times 
when they encountered many diffi- 
culties trying to make it work. 
They are redoubling their efforts, 
now, and are meeting with con- 
siderably less resistance. This is 
encouraging, indeed, because after 
all each one of us is a consumer 
and spending our money is going 
to be much more pleasant, from 
here on in. And all those who have 
contact with the consuming-public 
will find that their jobs will be 
much more pleasant too. Courtesy 
is something that seems to work 
on both sides of the counter. 


Which reminds us—thank you! 


FREE — 96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
850 Fifth Ave., N. Y. 1, and you will re- 
ceive a 96-page book containing reprints 
of earlier articles on various subjects. 
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108 Pages 
Actual Size 


1650 Stocks Appraised 


In This Simple ... Clear ... Easy to 
Understand Investors Handbook 


HE Investors Guide contains the essential data you need for 

evaluating your present holdings . . . and your contemplated 
purchases. Comparable in every way to similar services selling at $20 
to $30 a year, it digests exhaustive findings to give you: 


e Company’s Business . 
Capitalization, Par Value . . 
Common and Preferred Shares Outstanding. Par Value of Common. 
e Financial Strength . . 
Assets to Liabilities. 
e Dividend Record . . 
Amount and Date of Latest Payment; Date Ex-Dividend. On preferreds, 8- 
year Dividend Record; Cumulative or Non-Cumulative; Convertible; Arrears, 
if any; Call Price; etc. 
© karnings Kecord . . 
Figures for 1945 and 1946, 
Price Range for 1929-1944 . 
Highs and Lows for 1945, 1946 to date. 
Extras Include . . 
N. ¥ Curb; % Yield on Stocks Considering Price and Dividends. 
























The Most Useful 
INVESTMENT TOOL 
You Can Have Today! 


. . Ticker Symbol, Where Listed. 
. Funded Debt of Each Company, Number of 


. Working Capital in Millions of Dollars, Ratio of 


. Amounts paid on common 744, °45, to date in 746. 


. Earnings per share in 1942, 1943, 1944 and 1945. Interim 
. . Over Boom and Depression, War and Peace; 


. Latest Commission Charges on N. Y. Stock Exchange and 





Industrial Discusses 39 industries . with definite conclusions as to 
Section most attractive . . . least promising . . . over the short term 
and the longer term. 
Interpretative Up-to-the-Minute Comments on pertinent developments and 
Comments factors regarding each company. Interprets the statistical back- 
ground. 
Overall 1. Industrial Ratings, in four classifications; 2. Security Ratings 
Ratings for Investment Status in six classifications; on Earnings Trends 
in three classifications. 
4 AN INVITATION TO OUR MAGAZINE SUBSCRIBERS — |-------------—-- 








INVESTORS GUIDE, 90 Broad Street, New York 4, N. Y. 


C) I enclose $10 to enter my subscription to Investors Gute for one year.... 
12 issues. 


O) I enclose $17.50 for one year (12 issues) of Investors Guive and one year 
(26 issues) of THe Macazine oF WALL Street; including Confidential In- 
quiry Service. 


NAME 
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Diverse Outlook For 
Merchandise Shares 











(Continued from page 492) 


with what they are likely to be 
from now on. Incidentally this 
trend is not going to help the spe- 
cialty shops too much, now that 
the affluent department stores 
have begun to stage clearance 
sales right and left, for the com- 
petition has become too hectic for 
comfort, in the experience of the 
smaller and weaker units. Large 
advertising outlays, however, 
serve to push up costs at a time 
when profit margins are undergo- 
ing a rather abnormal tightening. 
But net earnings last year were 
almost embarrassingly high for 
many of the merchandisers, and if 
diminished considerably in 1947 
could still be rated as very satis- 
factory. As we view the scene, 
this is just about what may be 
expected. 

Stores located in the large 
cities will be in the front rank of 
competition during 1947 as price 
trends vary for different commod- 
ities ranging from food and liq- 
ors, to apparel and cosmetics and 
all along the line up to hard goods 
and airplanes. By choice and 
habit the store buyers have come 
to claim a rating as crusaders for 
the consumer public when it comes 
to insistence upon quality and 
lower prices for their offerings. 
In this respect for the first time 
in more than five years they 
now hold the reins in dealing with 
producers. That is to say, if they 
can’t find just what their trade 
demands in one spot they will 
henceforth search elsewhere rath- 
er than accept goods of any kind 
for display upon their shelves. By 
these methods, they seem assured 
of a rapid turnover and ample 
units sales, although their rising 
costs will cut into potential earn- 
ings to a considerable extent. 

As for the mail order houses, 
equally significant inventory 
losses appear to be in the offing, 


_ but all the larger concerns have 





been lavish in setting up reserves 
adequate to offset this handicap. 
While predictions are heard that 
farm income will turn downward 
in the current year, the thrifty 
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agriculturalists have swollen bank 
accounts and large sources of un- 
tapped credit. As the stream of 
new durables and modernized 
light machinery begins to flow 
into the warehouses of the mail 
order houses, a large volume of 
rural orders will probably move 
it out fast. The new catalogs of 
Sears Roebuck and Montgomery 
Ward have carefully worded es- 
calator clauses to protect them- 
selves from possible upward price 
trends, and customers in remot: 
zones are not so fussy over low and 
moderately priced goods as their 
urban friends. 1947 will prob- 
ably be another big year when 
buying from the catalogs con- 
tinues apace, although net profits 
scem likely to contract somewhat. 

The important chain stores, of 
course, are bulwarked by peak 
working capital and sizable re- 
serves to withstand the strain of 
any inventory revaluations which 
may become needed. In cases such 
as Woolworth, where low price 
policies always prevail, there is 
not so much chance of price dips 
which would seriously affect profit 
margins. To the contrary, if com- 
petition among producers forces 
prices of innumerable items to a 
level consistent with Woolworth’s 
policies, many new and attractive 
products may swell its already ex- 
tensive list. Chains such as J. C. 
Penney, Mclellan and Allied 
Stores should experience some- 
what less danger from price shifts 
and variances in consumer de- 
mand than the big department 
stores in the major cities, but nat- 
urally the problem must be met. 
Competition in the smaller com- 
munities is less keen as a rule, and 
markdowns on lower priced goods 
do not attract much _ response 
from the public. The central buy- 
ing offices of the chains, moreover, 
are keenly aware of the changing 
economic picture, and are fully 
prepared to furnish their 
branches with plenty of new dur- 
ables to bolster sales in addition 
to soft goods at lowered prices. 
‘Offhand our guess would be that 
while a moderate decline in net is 
in store for the chains, 1947 will 


‘still go down in history as one of 
‘the more profitable periods. 
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What of the 
Tobaccos ... Now? 





(Continued from page 501) 


bacco, thus far the Government 
has not lost any _ important 
amounts through its support. But 
the coops may have to take con- 
siderably more tobacco this year 
(the auctions last for some weeks, 
beginning early in December). 
Tobacco is one commodity that is 
not traded on any “futures” ex- 
change so there is no “hedging” 
or short selling—though there is 
a certain amount of speculative 
buying. Early sales in this year’s 
tobacco market were at a lower 
level than last year. 

Prospects seem favorable for 
the cigar companies, which have 
enjoyed a sharp comeback in con- 
sumer demand. The supply of 
some leading brands has contin- 
ued inadequate to meet the de- 
mand, but this situation should 
return to normal with new ma- 
chinery and a more adequate la- 
bor supply. The lower-priced 
cigar companies, such as General 
and Bayuk, may benefit from 
greater consumption of  low- 
priced favorites this year. In- 
creased supplies of cigar tobaccos 
are expected to prevent any sub- 
stantial advance in raw material 
prices. 

The snuff companies in 1946 
reported smaller sales in the first 
ten months. During 1945, with 
the severe cigarette shortage, 
there was probably some switch- 
ing to snuff, but with a plentiful 
supply of cigarettes in 1946 snuff 
sales dropped about 10% (as in- 
dicated by tax-paid withdraw- 
als). This situation now seems to 
have ended and the snuff com- 
panies may do a little better in 
1947 than the estimated earnings 
of 1946. 


In the cigarette field the so- 
called “big three” have tightened 
their grip on the industry and 
now have a bigger percentage of 
the market than at any time since 
1933. Some of the small com- 
panies that produced the so-called 
10c brands in the 1930s, and also 
the less-well-known brands which 
enjoyed a brief period of pros- 


perity in 1945, have been slip- 
ping back. As indicated in our 
table above, however, Lorillard 
and Philip Morris have done 
much better than the big com- 
panies since 1929. This was due 
principally to clever advertising 
policies and good management. 
All the big companies have intro- 
duced improvements in packag- 
ing at various times, with result- 
ing sales increases until competi- 
tors followed suit. 


American Tobacco benefitted 
by entering the “long” cigarette 
field with Pall Malls, which have 
now developed into the sixth best 
seller. These new developments in 
advertising and merchandising 
policies are the key factors to suc- 
cess in the highly competitive 
cigarette field today. The stock 
of Philip Morris, for example, en- 
joyed a much bigger advance in 
price in the past decade than the 
stocks of other leading com- 
panies. At the 1945 high prices 
American, Liggett and Reynolds 
were selling at lower levels than 
in 1936, while Philip Morris was 
more than twice as high. 


The leading cigarette stocks 
still retain their popularity for 
inclusion in big investment port- 
folios, but some investors are per- 
haps not familiar with the change 
in capital structure of these com- 
panies in the past decade. Back 
in the 1920s American, Reynolds 
and Liggett maintained almost 
an impregnable financial posi- 
tion. Now, however, they have siz- 
able bond issues or other debts in 
addition to the preferred stock is- 
sues, ahead of the common. This 
makes for somewhat greater “lev- 
erage,” which is an advantage 
during a time of earnings im- 
provement but might prove dan- 
gerous when earnings contract. 


It seems possible that the vol- 
ume of cigarette sales may reach 
a temporary saturation point in 
1947—production in 1946 (first 
11 months) was up 18.79% 
(cigars gained 17.67%), on top 
of war-time gains. While the out- 
look remains rosy for 1947 due to 
declining costs, increased compe- 
tition in 1948 or later might lead 
to price cutting and lower earn- 
ings. While the tobacco stocks re- 
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main attractive for income and 
diversification of holdings, they 
are not as high-grade from an in- 
vestment angle as in the old days. 
From the speculative angle, buy- 
ers must continue to watch for the 
special merchandising and adver- 
tising “tricks of the trade” which 
so often spell temporary success 
in this highly standardized indus- 
try. 





Significant Corporate 
Statements 





(Continued from page 487) 


eliminated an operating deficit of 
$388,000. 

Recent reports of principal 
meat packers show the effect on a 
major industry of the removal of 
OPA controls. These companies 
reported substantial increases in 
sales in the two months last sum- 
mer while OPA regulations were 
suspended and late in October 
when controls were eliminated. 
Exceptional profits were realized 
under unusual conditions and to 
some extent such earnings must 
be put down as non-recurrent. In 
this connection, it is noted that 
the meat packers as well as some 
other companies which have had 
large earnings are setting up spe- 
cial reserves to care for any pos- 
sible decline in prices. 

Increased inventories accumu- 
lated by almost all corporations 
last year apparently reflect ex- 
pectations of continued good de- 
mand for manufactured products. 
In some cases reserves have been 
enlarged to guard against possi- 
bility of price declines that would 
involve inventory losses. The meat 
packers, for example, had to pur- 
chase large quantities of livestock 
in the rush to market farm ani- 
mals when price controls were re- 
moved late last year. This pro- 
gram necessitated building up in- 
ventories. Year-end statements 
showed substantial increases for 
major companies. Cudahy set up 
a reserve of $3.5 million out of 
1946 profits for possible inven- 
tory declines. 

In this connection, it is inter- 
esting to note that research has 
enabled Cudahy to minimize in- 
ventory risks through more rapid 
processing of meat. The time re- 
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quired to cure meats used for 
bologna, frankfurts and luncheon 
meats as well as many other prod- 
ucts has been shortened. Hams 
and bacon formerly requiring 35 
days or more for processing now 
are cured and ready for smoking 
in a week. These new and quicker 
curing processes have increased 
the palatability of all cured meats 
and at the same time have effected 
a substantial reduction in inven- 
tory risks through more rapid 
turnover. 

The annual statement of Fire- 
stone Tire & Rubber presents an 
interesting example of benefits 
from a reduction in amortization. 
Sales showed a decline of more 
than $100 million but total in- 
come dropped only $12 million 
and net income actually showed 
an increase of more than $11 mil- 
lion or about 80 per cent as a re- 
sult of a sharp drop in provision 
for depreciation and amortiza- 
tion. Accordingly, on a share 
basis, net profit rose $13.2], from 
$7.42 in the preceding year. 

Most of the sugar companies 
disclosed substantial improvement 
in sales and profit margins by 
reason of the fact that major con- 
cerns in this industry or their op- 
erating subsidiaries are incorpor- 
ated abroad and were not subject 
to United States excess profits 
taxes. 

Annual reports throw some 
light on corporate financial re- 
sources, although year-end state- 
ments have not been numerous 
enough as yet to warrant drawing 
definite conclusions. Enlarge- 
ment of inventories, along with 
reduced sales, has necessitated 
short-term financing on the part 
of some manufacturers. More-~ 
over, some managements have in- 
dicated a desire to carry out plant 
modernization and improvement 
programs when conditions permit, 
suggesting that requirements for 
capital funds may exceed current 
net income for a short time. 
Hence, it may be reasonable to 
look for new stock financing as 
general market conditions become 
more favorable. 

Interesting commentaries on 
general economic conditions are 
to be found in typical reports. 
These usually are helpful in ap- 
praising the outlook for general 
business as well as the securities 





market. Increased appropriations 
for employee retirement or wel- 
fare funds and for other worker 
benefits are noted. This develop- 


ment reflects growing recognition | 


of potential gains to be realized 
from reduction in labor turnover 
and from employee good will. 

In the accompanying compari- 
son of significant income account 
and balance sheet items, the in- 
vestor may obtain an insight into 
reasons for conflicting earnings 
trends as industry shifts over to 
normal peacetime operations. 





Latin America 
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since 1939, there are signs that 
the world price level may turn 
downward. The process may be 
accelerated, if Southeastern Asia 
begins to export foodstuffs and 
raw materials in pre-war volume. 
Hence the future trend indicates 
lower prices for Latin American 
products, while the prices of man- 
ufactured goods that Latin Amer- 
ica buys are likely to rise for some 
time because of increasing pro- 
duction costs. 

For Latin America, all this 
means that from now on it will 
be buying relatively fewer manu- 
factured goods for the same 
amount of food and raw material 
exports. Moreover, the purchas- 
ing power of the wartime accumu- 
lated gold and foreign exchange 
reserves is also going down as the 
prices of imported goods are ris- 
ing. Latin American countries 
will have to be more careful about 
what they buy, especially for dol- 
lars. The whole development may 
mean more import control and 
more foreign exchange regulation 
despite the fact that the Interna- 
tional Monetary Fund is about to 
begin its operations. 

The store of gold and foreign 
exchange which Latin America 
accumulated during the war and 
to which it has added consider- 
ably since the Armistice as a re- 
sult of higher prices and the boom 
in exports to Europe, are still 
near the record peak of about 
$434 billion established in the 
Summer of 1947. But taken by 
individual countries, the status of 
gold and foreign exchange re- 
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sources is less favorable than in- 
dicated by the over-all total. 
Some of the east coast countries, 
such as Brazil, Argentina, and 
Venezuela, which profited from 
the European demand for their 
goods are still adding, as will be 
seen from the accompanying 
table, to their gold and foreign 
exchange reserves. The Argen- 
tine holdings, when the final year- 
end figures are published, may 
show a decline, owing to the re- 
payment of the public debt to the 
United States and Switzerland. 
Largely because of good crops 
and the high price of sugar, the 
gold and exchange reserves of 
Cuba and the Dominican Repub- 
lic are also rising. 

On the other hand, the Mexican 
gold and foreign exchange re- 
serve is reported to be down more 
than $100 million largely as a re- 
sult of unprecedented imports, 
estimated at about $450 million 
in 1946. Before the war, Mexico 
used to import on the average 
about $130 million worth of 
goods. The holdings of Chile 
showed| a decline of about $35 
million from the peak $110 mil- 
lion. As may have been expected 
import restrictions have been 
widely applied. Other coun- 
tries which are extending import 
controls in order to prevent a fur- 
ther loss of their gold and foreign 
exchaneg holdings include Peru, 
Ecuador, Costa Rica, and Nica- 
ragua. After a considerable de- 
cline the Eucadorean holdings 
have begun to rise again, prob- 
ably because of heavy exports of 
rice. 

In the remaining countries, 
Uruguay, Venezuela, Colombia, 
and Bolivia, no appreciable 
change in the gold and foreign 
exchange resources has yet taken 
place. By March 1947, the 17 
Latin American countries which 
are members of the International 
Monetary Fund will have to pay 
about $450 million as their con- 
tribution to the Fund’s resources. 
In return, however, they will be 
able to purchase about $100 mil- 
lion worth of “hard currencies” 
from the Fund. An opinion was 
recently expressed that Latin 
American countries are likely to 
be just as careful to reserve the 
quotas for the purchases of goods 
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from “hard currencies” as they 
are about disposing of their own 
gold and foreign exchange bal- 
ances. 

But there is still another im- 
portant development taking place, 
the result of which may be the 
strengthening of bilateralism as 
against the multilateral way of 
trading. It seems, on the basis of 
the 1946 trade figures, that many 
Latin American countries, while 
losing dollars, have been accumu- 
lating many inconvertible curren- 
cies: pound sterling, French and 
Belgian francs, Danish kroner, 
and Czech crowns. For example, 
Peru’s foreign trade with the 
United States for the first eight 
months of 1947 showed an unfav- 
orable balance of about $10 mil- 
lion, while with the rest of the 
world a favorable balance of $40 
million was accumulated. Sim- 
ilarly, Brazil, Chile, and Uru- 
guay just about balanced their 
trade with this country, while 
with the rest of the world they ac- 
cumulated a considerable surplus ; 
this, of course, accounts for the 
rise in their gold and foreign ex- 
change resources. 


The situation is not yet serious, 
but it is already clear where this 
may lead. Unless Latin American 
countries decide to spend their ac- 
cumulated balances of “soft” cur- 
rencies in France, Belgium, the 
Netherlands, or Czechoslovakia, 
they are likely to be saddled with 
frozen balances until the Mone- 
tary Fund can come to their res- 
cue. As long as Continental cur- 
rencies remain inconvertible into 
dollars or gold, there is reason to 
believe that the trade between Eu- 
rope and Latin America will be 
conducted on a bilateral basis. 
This may eventually mean that 
our goods, although superior and 
cheaper, may go begging so that 
Latin American countries can col- 
lect their debts. 

At any rate, the countries fa- 
voring bilateral trading hold a 
few trumps. There is danger that, 
particularly once competition for 
the export market becomes more 
keen, some of the Latin American 
countries will not resist the temp- 
tation to sell their products to 
Europe for products which they 
could obtain more cheaply from 
the United States. 
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ing the construction industry 
should benefit substantially. The 
railroads are also in dire need of 
new equipment and this also will 
tend to support both the machin- 
ery and building industries. As 
to public works, this is highly 
variable, depending on political 
factors; at present the brakes are 
being put on new expenditures, 
but states and municipalities have 
a great deal of delayed construc- 
tion work which will swell the 
building backlog. 

Who will be the principal bene- 
ficiaries of the building boom? 
The cement companies (Alpha, 
Lehigh, Lone Star, Penn Dixie, 
etc.) should benefit substantially. 
The cement stocks have never 
been very exciting marketwise, be- 
cause the industry has long been 
over-built, with resulting irregu- 
lar profit margins. In fact profits 
are still relatively modest. for 
cement sells only about 16% 
above the prewar levels. It seems 
safe to assume that the industry 
can continue at the present level 
of about 150,000,000 barrels per 
annum for several years and while 
this is not capacity production, it 
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should insure more satisfactory 
profit margins. 

The roofing companies include 
Flintkote, Ruberoid, Certain- 
teed,, and Philip Carey, while 
other companies such as Johns- 
Manville diversify in other fields. 
This segment of the building in- 
dustry is more stable than most 
others, since 75% of roofing is 
usually for replacement. Despite 
this fact dollar sales in 1946 were 
yearly triple those of 1939 ; possi- 
bly the use of more expensive 
roofing methods is a factor, since 
prices have not advanced substan- 
tially. With only a modest in- 
crease in 1947 sales (over 1946) 
anticipated, earnings will depend 
mainly on profit margins, which 
should benefit by greater produc- 
tion efficiency. 

The lumber field is _—s con- 
trolled by private interests—E. 
L. Bruce and Weyerhaeuser Tim- 
ber are the principal stock issues. 
They have doubtless been affected 
by black markets, and O. P. A. 
ceilings, hence might be expected 
to do better this year. 

In the important heating and 
plumbing division are American 
Radiator, Crane, Holland Fur- 
nace, Iron Fireman, Minneapolis 
Honeywell, Walworth, etc.; and 
in the affiliated air-conditioning 
field Carrier and York (a number 
of larger companies such as Gen- 
eral Electric and General Motors 
carry air-conditioning sidelines). 
The: outlook for these companies 
can’t be discussed as a group, for 
each company has its individual 
characteristic, and there are a 
number of new developments such 
as the rivalry between oil burners 
and coal stokers. There is un- 
doubtedly a huge demand for air- 
conditioning, but despite the pos- 
sibilities in this field the financial 
rewards in the past have often 
proved disappointing, due per- 
haps to the great amount of de- 
velopment work required. On the 
other hand the equally technical 
field of thermostatic controls have 
nroved highly profitable, as in- 
dicated by the record of the Min- 
neapolis Honeywell—whose sales 
jumped from six million in 1920 
to eighty-four million in 1945, 
with substantial gains in share 
earnings. 

There are other miscellaneous 
groups such as hardware (Amer- 
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ican and Yale & Towne); the 
paint companies, Deyoe, National 
Lead, Pratt & Lambert and Sher- 
win Williams; glass companies 
such as Pittsburgh Plate Glass, 
Pennsylvania Glass Sand, ete. 
There are the “specialists” such 
as American Seating, Otis Eleva- 
tor, Paraffin Companies, United 
Wallpaper and others. The heavy 


construction field includes Thomp- | 


son Starrett, United Engineer- 


ing, Merritt - Chapman - Scott, 
etc.) all these require individual 
treatment. 


The building industry, with 
oD ~ 


seemingly assured prosperity for | 


four or five years ahead, should 
merit the attention of investors, 
though its previous record has 
been so spotty and irregular that 
only a few companies deserve a 
sound investment rating based on 
past performance. 





Profits and Income 





(Continued from page 505) 
Interesting 


We see by the newspapers that 
Kaiser-Frazer Corporation states 
it had a backlog of orders for its 
automobiles, as of January 10, of 
$1,491,190,373, figured at net 
prices to the company. In units 
this is 1,010,299 cars—exactly, 
not “about”. As that sounds more 
like Ford or Chrysler than a new 
company in this highly competi- 
tive field, the writer is surprised. 
Indeed, amazed. However, he will 
be even more surprised if the com- 
pany makes real money and gets 
on a dividend basis. As a matter 
of fact, although output is ex- 
pected to rise above 7,500 units 
for January, the company will 
have done a remarkable job if it 
can get comfortably into the 
black before working funds raised 
by the two stock offerings are 
pretty well depleted and if it can 
avoid the necessity of raising ad- 
ditional capital. Whatever the 
volume, the market does not seem 
cocky about profits. The stock— 
one issue of which was sold to the 
public above 20—is now around 
7%, compared with bear-market 
low of 65g. We thought from the 
start that a stock offering by a 
new auto maker (even with the 
magical Kaiser name) was bound 
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be indeed a tall speculation. 
Even the mighty Ford, with one 
of the best dealer set-ups, seems 
prepared to do business for rela- 
tively modest profits this year, es- 


pecially if wages are further 
raised, 
Catalin 


We continue to think that Cat- 
alin, one of the few stocks which 
exclusively offers a stake in plas- 
tics and nothing else, and about 
which this column has spoken 
kindly in the past, should in time 
pay off as a speculative growth 
situation. Earnings, just reported 
for the calendar year 1946, came 
to $1.40 a share, against only 36 
cents in the previous year. Profit 
for the fourth quarter was 52 
cents a share, suggesting that our 
former estimate of over $2 for 
1947 ought to be made good with 
something to spare, for there is 
no reason to suppose that the 
fourth quarter represented full 
potentiality. The stock, listed on 


the Curb Exchange, is now 
around 151%. Range for 1946- 


1947 to date: 2314-12. 


Variety Chains 


Profits of well-managed 5-cent 
to $1 chain stores have held up 
better under adverse conditions 
than those in any other type of 
retailing. This is understandable, 
since such units are “the poor 
people’s department stores”. Mar- 
gins are less out of line with those 
of good prewar years than in 
most other retailing. Kresge is 
the second biggest of these chains, 
outranked in size only by Wool- 
worth. Earnings and dividends 
have been relatively stable for a 
dividends 


great many years, 
reasonably generous in most 
years. Earnings were probably 


around $4 last year, a new record; 
and $2.50 was paid shareholders. 
It could earn, say, $3, pay $2 and 
still appear to be priced fairly 
conservatively around present 
quotation of 34. But this should 
be regarded as an income-produc- 
ing situation, with significant ap- 
preciation not counted on. 
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Opportunities for Income 
and Price Appreciation 





(Continued from page 503) 
tegrated. Net sales a yeai 
topped $140 million. Long range 
expansion plans are said to in- 
volve outlays of $50 million for 
new facilities. 


NEW OFFERINGS. Relative scarc- 
ity of new offerings of corporate 
stocks and bonds recently is prob- 
ably due to desire of many large 
concerns to avoid needless extra 
expenses in filing supplementary 


ago 


‘statistics with the Securities and 
Exchange Commission. Another 


month may pass before detailed 


figures can be assembled bearing 
upon 1946 operations in many 


‘ases. ‘Towards the end of the 
first quarter, however, when an- 
nual reports have been compiled, 
it usually happens that applica- 
tions by utilities and industrial 
concerns filed with the SEC reach 
flood proportions. No such delay 
however, will long halt the on- 
rush to market of numerous 
municipal offerings authorized by 
voters at the last election to aid 
veterans in one way or another. 
For example, the State of Michi- 
gan should soon be seeking bid- 
ders for first portion of $270 mil- 
lion Soldier Bonus bonds, and the 
same thing is true of Illinois. This 


latter State is only awaiting a 








RIDDLE 


of the 


MARKET 


The stock market is always puz- 


zling. Movements in prices often 
seem irrational. Ruinous wars, in- 
stead of creating slumps, can cause 


booms. High production, though 
beneficial, can cause declines in 
prices, profits and stocks. The un- 
expected is always happening on 
the Stock Exchange. The public 
are habitually caught unawares. 

Learning to expect what is “ap- 
parently” irrational is part and par- 
cel of the art of investment. It is a 
subject on which Major Angas has 
specialized. 

Today reconversion is nearly over. Pro- 
duction seems likely to rush ahead. And 
yet Major Angar has once again turned 
bearish . . . despite most investors now 
expecting a further rally. 


His reasons are in Digest 180, entitled 
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court decision as to legality before 
starting to market $385 million 
tax free Soldier bonus obliga- 
tions. Such huge amounts of in- 
vestment money are on the look- 
out for prime municipals that de- 
spite the increasing supply, aver- 
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age rates with a few weeks have 
declined from 1.90% to 1.80%, 
reversing a trend which set in late 
last year. Prospective sale of sev- 
eral Puget Sound Power and 
Light properties to various pub- 
lic utility districts will bring the 
new owners into the municipal 
market to the extent of more than 
$100 million, perhaps even $130 
million, if the deal is termed legal. 


NEW PREFERRED STOCKS which 
have recently appeared upon the 
market have been fairly well ab- 
sorbed by the investing public, al- 
though in a few instances they are 
now offered at somewhat below 
their issue price. For example, 
Jacob Ruppert 414% preferred 
is up about a point over its ini- 
tial price of 10334, Westinghouse 
Electric 3.80% preferred is 
10114 bid compared to an origi- 
nal level of 10014, and Union Oil 
3.75% preferred has shown a rel- 
ative gain of a full two points. 
The record for new public utility 
preferreds has been more spotty, 
with some like Monongahela Pow- 
er 4.40% preferred strong at 414 
points over its first price, and 
Public Service of Indiana 3.50% 
preferred offered at a concession 
of 31% points from the initial syn- 
dicate price. With very few ex- 
ceptions the prices for new bond 
issues have shown gratifying 
strength with bid prices often up 
a point or more compared with 
the issue level. Of a dozen or more 
important recent bond issues only 
one or two seem to have been at 
all sticky or lacking natural sup- 
port after closing of syndicates. 
All of this attests not only to rare 
skill on the part of bankers in 
gauging market potentials but to 
the avidity of investors in absorb- 
ing properly priced new issues of 
high grade. 





Split-Up Stocks 
Appraised 





(Continued from page 479) 





year or so—a question for which 
it is always “open season” for 
making forecasts, but which calls 
for boldness combined with pa- 
tience. Most of the recent split- 
ups have been well-kept secrets 
until their formal announcement. 
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Perhaps the two best indications, 
for those not having access to “in- 
side information,” are the long- 
term growth factor, and a rela- 
tively high price for the stock. 
On this basis, companies such as 
those listed below have been sug- 
gested as likely “candidates” for 
eventual stock splits: 

In compiling this list, care has 
been taken to include only con- 
cerns with sound investment fun- 
damentals, including an above av- 


‘erage record for dividend stability 


over a period of years. As previ- 
ously hinted, the mere fact that 
these shares are selling at a high 
price level provides no depend- 
able asurance that they will soon- 
er or later be included in the ros- 
ter of split-ups. Too much depends 
upon the whims and policies of 
their respective directorate in any 
appraisal of potentials in this di- 
rection. A good example of this 
is provided by American Tele- 
phone & Telegraph Co., which 
not long ago disclaimed any in- 
tentions of a split-up, though 
their shares are selling above 170. 
In contrast, John Morrell & Co. 
has recently sought stockholder 
approval of a 2 for 1 split though 
their shares are selling around 47. 
Sound reasons in both cases un- 
doubtedly exist for the differing 
policies. By and large, however, 
the best chance rests with the high 
priced issues. Investors desirous 
of adding some shares of this class 
to their portfolios will find oppor- 
tunities for well reasoned action 
in selecting from our list, provid- 
ed they time their purchases in 
accord with the advice given by 
our Mr. A. T. Miller in every 
number of the Magazine. 
STOCKS WITH SPLIT-UP 
POTENTIAL 


(Approximate Prices Jan. 15, 1947) 


Allied Chemical & Dye Corp......... $171 
Asuminiunis WH: :66.42ssleibesc0ese 182 
American (Chidle Go) so.6s6'65i0 sienaisieie's 147 
Coca’ Cola “Company asccsssics. sees 146 
Dow Meme Ge. esis 6. 6:53:00 650.bsw 9:5 164 
PAstwian AKOGaKk WOO}: isis: gseecisincess 217 
Emerson Electric Mfg. Co........... 112 
Inpersoul-RanG CO, 66 6.565 osenieweee « 128 
Inter. Business Mach. Corp. ........ 212 
Johns-Manville Corp. ..............- 127 
Norfolk & Western Railway......... 225 
SSID OO: oso'g tole ee elcies eis 88S 307 
Superior Oil Co. of Calif............. 102 
Union Pacific Railroad... 2... 6.:/00:05... 127 
Vulcan Detinning Co... .....0000.00+ 145 





Appraising Our Expanding 
Economy 





(Continued from page 474) 


temporary setback. Here is a 
situation dependent upon demand 
and purchasing power through- 
out the rest of the world. Just 
now, and for perhaps the next 
two years, the buying will be at a 
record pace. But when the more 
immediate replacement needs are 
met and foreign credits are used 
up, some slackening in both 
phases of our world trade seems 
inevitable. Yet, looking ahead a 
decade or so, a high level of ex- 
ports and imports is quite a rea- 
sonable expectation, particularly 
asas our reciprocal trade program 
begins to bear fruit. 

But while most of our economic 
expansion has been along favor- 
able lines, there are less encourag- 
ing features also. Perhaps the 
classic example of an unhealthy 
expansion has been the growth in 
our national debt to fantastic pro- 
portions, the result of a decade of 
Federal spending and, finally, the 
financial burden of World War 
II. In line with the more con- 
servative policies now prevailing, 
the national debt is being pared 
down, and now approximates 
$259 billion, compared with its 
all-time high of some $279 billion 
shortly after the war’s end. Bene- 
ficial though this trend is, the 
process of reducing the debt to 
even pre-war proportions (which 
was substantial enough) will re- 
quire years. Meanwhile, the na- 
tional debt imposes a heavy strain 
on our national economy through 
its service charges, which now ac- 
count for roughly 13 cents out of 
the total budget dollar. 

Perhaps the only mitigating 
circumstances about the present 
debt load is that our economy is 
now operating in high gear, with 
national income substantial, a 
comparative prosperity prevalent 
and with further long-range ex- 
pansion in sight. At a lower level 
of business activity and income, 
the present debt structure might 
be unbearable. It’s something to 
think about when periods of busi- 
ness recession set in, as they in- 
evitably will from time to time in 
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Investment Program 
- Provided by THE FORECAST 





4POINT aysed% 








Tr od 
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In this decisive market phase when the investment 
action you take is vital to preserving and building capi- 
tal and income . . . we suggest that you turn to THE 
FORECAST just as you would consult your lawyer, doctor, 
architect, etc. for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in con- 
ducting a sound investment program. 


1, When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 


| Definite market advice is then 


given which you can apply to 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 
(b) Low-Priced Opportunities; also two programs for 
the Longer Term; (c) Investment Recommendations 
for Income and Profit; (d) Low-Priced Situations for 
Capital Building. Each program comprises a fixed num- 
ber of securities and it is our aim to have you contract or 
expand your position as we anticipate pronounced mar- 
ket weakness or strength. 








your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major . . . Intermedi- 
ate. . . and Minor Trends. 
These supplement our exclu- 
sive barometer of the shifting 


100 Low-Priced 


Our A 


— : . —Our outstanding record . . 
Stocks vs. 100 High - Priced better than the market; 
Stocks and other technical —Our 29 years experience; 


tools so useful in gauging the 
market, 


2. Definite Advices of Intrin- 








spuranre’ 
to you of satisfactory 
service is based on... 


—Our 2000% growth in clientele since the 
new lower priced Forecast was announced 
over four years ago; 

—Our staff and facilities; 


—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


4. Continuous Consultation 


You are welcome to consult us 
..» by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 


. consistently 





A Plus Service ... These con- 











sically Sound Issues 


All recommendations must 

meet our rigid evaluating factors in regard to: (a) In- 
dustrial Position and Potentials; (b) Financial 
Strength; (c) Proven Earning Power; (d) Good Yields 
Amply Supported by Earnings. Of course, special situa- 
tions are advised with emphasis chiefly on price appre- 
ciation. Technical as well as fundamental factors are 
carefully considered as it is our steadfast policy to have 
you strategically time your commitments. This overall 
analysis is fully applied to all selections . . . bonds 
and preferreds as well as common stocks. 


sultation privileges alone can 
be worth hundreds and thous- 
ands of dollars to you in concentrating in profit lead- 
ers... in stable investment situations . . . in avoiding 
laggards . . . in keeping your position adjusted to the 
market’s outlook. Jt will also counsel you in taking 
advantage of tax savings as available, 

Enroll NOW to receive Our 4-Point Investment Pro- 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to March 1, 1947. So we suggest that 
you mail your enrollment today using the convenient 
coupon below. 














 aiieeieetamaaiaaion: FREE SERVICE TO MARCH 1, 1947 | meme me eee ee 
“deuhed ! a 
Xtenae -. 

i THE INVESTMENT AND BUSINESS FORECAST y 
; of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
S ee Offer! \ I enclose [J] $50 for 6 months’ subscription; [J $75 for a year’s subscription. \ 
. { (Service to start at once but date from March 1, 1947) ' 
' SPECIAL MAIL SERVICE ON BULLETINS 

' ' Air Mail: 0) $1.00 six months; () $2.00 (J Telegraph me collect in anticipation of 
MONTHS $50 | one year in U. S. and Conede. , important market turning palate mw eae ' 
SERVICE \ faeces Delivery: () $3.50 six months; when to buy and when to sell. ' 
\ $7.00 one year. ' 
12 MONTHS $75 . CP vik ain een 
SERVICE \ i 
I RIGEGKG ede stecdvadteslacncnenlaTe sea nese added eudea vine deeuneawesusudeccadssedes ! 
Complete service will start at | ; ! 
once but date from March 1. ! LA OO OP CEPT COC ECO CC OE CELE EEE CCE CCE SS ERECCCLELERLEP COLT ELT I 
Subscriptions to The Forecast { Your subscription shall not be assigned at List up to 12 of your securities for om 1 
ate Gelade for tas purposes. | any time your initial analytical and advisory report. | 
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Do you use just your thinking mind? If you 
do, you are missing 90 per cent of your 
possibilities. Those occasional hunches are 
the urges of a vast sleeping force in your 


Push obstacles aside and master life with an 
energy you have overlooked. Send for FREE 
SEALED BOOK. It tells how to obtain 
these teachings. Address: Scribe V.W.N. 


The ROSICRUCIANS 


CALIFORNIA ? 


? ? 
? ? 
? ? 
9 inner mind. Learn to develop and direct it. ? 
? ? 
? ? 
? ? 
? 


SAN JOSE {[AMORC]} 








the years ahead. 

Weighing both the favorable 
and unfavorable factors together, 
it’s hard to become very gloomy 
about the long-range prospects 
for this country. This isn’t in- 
dulging in wishful thinking—the 
record itself tells the story. The 
cold statistics show a dynamic 
growth in our economy whose 
momentum is far from spent. Of 
course, no expansion is without 
its periods of recession and reac- 
tion, and these must be expected. 
The business cycle is still with us, 
and always will be. Inevitably, 
we are going to have more reces- 
sions and perhaps even depres- 
sions, but the recovery periods 
that will follow can carry on to 
greater heights. 





Industrial Harmony 





(Continued from page 476) 


for succession to office upon the 
death or removal of any officer. 

(4) Limitation on_ initiation 
fees to a nominal sum — say 
$10.00 and union dues to be 
limited to not more than one 
week’s pay and to be payable on 
a pro-rata basis over the year. 

(5) Any expenditure in ex- 
cess of 10% of a union’s income 
to be approved by secret ballot 
of the entire membership. 

(6) Publication of union finan- 
cial data once a year, showing all 
pertinent information in accord- 
ance with established and ac- 
cepted accounting practices. 

(B) All labor - management 
contracts to provide for arbitra- 
tors chosen by mutual agreement 
of management and labor and the 
decisions of such arbitrators to be 


final during the life of the con- 


tract. 
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(C) All hiring to be done by 
management and no union to bar 
from membership an employee 
who has demonstrated his com- 
petence to fulfill the tasks of the 
occupation of the group which 
the union represents. 

(D) No force, coercion or 
threats to be exercised in gaining 
or maintaining union member- 
ship. 

(E) Restrictions and _ limita- 
tions on jurisdictional balloting. 

(F) Forbid unions from con- 
tributing financial or organiza- 
tional support of any political 
party or candidate for public of- 
fice. 

(G) Management is not to be 
required to employ more persons 
than are reasonably necessary to 
accomplish a given task. 

(H) No restrictions to be im- 
posed on management for the in- 
troduction of labor-saving devices 
or procedures. 

(I) No strike to be legal dur- 
ing the life of a contract. 

(J) No strike may be called 
prior to or during negotiations 
for a contract, except with the 
consent of a majority of the em- 
ployees of the local bargaining 
unit by secret ballot. 

(K) A minimum of 30 days’ 
notice to be given to management 
of union’s intention to conduct 
a ballot to strike. Management to 
be free at all times to inform its 
employees of its position in a dis- 
pute. 

(1) No strike to be permitted 
against a government-owned or 
operated enterprise, against a 
public utility or against an enter- 
prise where a discontinuance of 
service or production will directly 
affect public health or safety. 

(M) Management not to en- 
gage new workers to carry on its 
business during a period when a 
majority of its employees have 
voted for and _ still support a 
strike. 

(N) Civil and criminal penal- 
ties to be imposed for violation of 
of any of the foregoing or any 
other provisions agreed upon. 

(4) Management with the full 
cooperation of labor to honestly 
and conscientiously strive to in- 
stall incentive plans which will: 

(A) Develop and apply a sys- 
tem of piecework payments for 
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work done, which will properly 
reward the man for all he does 
with both hand and head. 


and fill all better jobs from the 
inside. 


(C) Make sure that all menf 
defi 


know what they are doing, why 
and how well. 


(D) Have the whole organ-f 


ization share in the prosperity 
of the company and make cer- 
tain that the worker, customer 
and the stockholder share in the 
proper way the profits which 
come from the incentive system, 

The accompanying chart 
graphically illustrates the ef- 
fects of incentive plans on pro- 
ductivity. 

Industrial harmony can only 
be achieved through equitable 
rather than punitive industrial 
legislation and through mutual 
understanding and cooperation. 

All intelligent management 
realizes that the millions of work- 
ers are the ultimate consumers of 
the products of industry and that 
it is to their best interests to 
maintain and increase the pur- 
chasing power of this their best 
customer. 

Therefore, the true objectives 
of labor and capital are identical 
and our citizenship in these fields 
should be led to understand this 


fact. Then, we should have a 
united, harmonious — citizenship 


going forward to greater achieve- 
ments and not a divided citizen- 
ship wasting energy and_ sub- 
stance on industrial strife and 
dissatisfaction, drifting toward a 
regimented economy and medi- 
ocrity for everyone. 





Wisest Market 
Policy Now 





(Continued from page 471) 


the restoration of margin trading 
on a 75% basis is a consideration 
of any significance, so far as the 
price trend is concerned. There 


will not be active speculative buy- 


ing, regardless of what margins} 


might be permitted, until there is 


a basis for revival of speculative} 


confidence. The extension of pres- 
ent wage contracts by U. S. Steel 
and Chrysler is favorable, so far 
as it goes, because it implies or- 
derly negotiations and a settle- 
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ment on new terms’ without 
strikes; and the deflation of the 
| threat involved in the portal-pay 
‘suits is also on the cheerful side. 
However, the compeiling factor 
is economic readjustment, espe- 
cially widening cemmodity price 
deflation, and what it means to 
profits and the stock market. We 
‘do no think the answers to the 
questions involved can yet be 
clearly seen. 
Monday, January 27. 








As I See It 





(Continued from page 469) 


resettlement of Soviet popula- 
tions. There has been a steady 
flow of immigration under the 
treaty with Finland into the 
Karelian Isthmus. East Prussia, 
annexed after the German col- 
lapse, has been repeopled by Rus- 
sians. There is a vast immigra- 
tion also to South Sakhalin and 
the Kurile Islands, taken from 
Japan. The Baltic states have 
long been Sovietized. This mass 
immigration includes collective 
farmers and their stock, fisher- 
men, artisans. And, in the wake 
of these people come the schools, 
the books, and all the parapher- 
nalia for maintaining the Soviet 
system. ; 

Reaching out to the West and 
the East — the North and the 
South—Russia seems insatiable, 
and every attempt on the part of 
the Western Powers to prevent 
further Russian expansion is met 
by labor disturbances, fifth 
column activities — and with 
threats and demands of one kind 
or another. 

By every available means Rus- 
sia seeks to weaken the democ- 
racies—first one then the other. 
She keeps on crowding us_ to 
secure the atom bomb secret—the 
possession of which would enable 
Russia to reach the apex of 
world power. To secure this 
weapon, would sound the death 
knell of the possibility of any 
future liberty for the people of 
Russia, and those of the occupied 
countries. Nor is there any ques- 
tion that the Kremlin would use 
this weapon as a threat to in- 
timidate and subdue the rest of 
the world and chain it to the 
Sovite chariot. 
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Russia must not receive the 
secret of the atomic bomb. Nor 
can we permit her to diffuse the 
strength of our united stand with 
Britain and the western democ- 
racies if we are to hold her in 
check. The blind men of the 
Kremlin have distorted our war 
objectives, and, at the moment, 
are carried away by their bound- 
less ambitions—forgetting all the 
lessons of history, and that they 
are of mortal clay and that the 
span of life is short. Somehow 
we must find the way, short of 
war—if possible—to stop them. 
‘The way to accomplish this lies 
in strength of purpose, audacity 
and courage—with a substantial 
sprinkling of commonsense. 





Trend of Events 





(Continued from page 468) 


shortage of skilled workers looms 
up as a possibility before the year 
ends. While during all of last 
year, this problem was acute, the 
rapid absorption of veterans by 
industry eased the situation. De- 
spite -the curbs upon new con 
struction in 1946, however, cap- 
ital invested in new plants and 
equipment is said to have totalled 
some $13 billion, and in the cur- 
rent year the outlays may exceed 
this sum. Wonder is where all the 
necessary workers are to come 
from to man these additional 
plants. 

Many economists, to be sure, 
are predicting that when and if a 
minor recession sets in during the 
last half, the ranks of the unem- 
ployed may be swelled to above 
five million. Other experts are 
also of the opinion that if produc- 
tion in the textile mills diminishes, 
workers in this field will drift 
into factories producing durable 
goods, thus tending to take up 
the lag to some extent. The dif- 
ficulty here is that it is altogether 
too easy to talk in terms of a 
“labor pool” from which workers 
may shift as easily as watér run- 
ning down hill. The great bulk of 
id'e men are sure to think twice 
before moving their families and 
household goods from one part of 
the country to another in order 
to land a job. And should they 
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DEPENDABLE 


United Blacks 


KOSMOS 20 

DIXIE 20 ~ SRF 

KOSMOS 40 

DIXIE 40 ~ HMF 

KOSMOBILE 77 

DIXIEDENSED 77 — EPC 
UNITED 


CARBON COMPANY, Inc. 


CHARLESTON, W. VA. 
NEW YORK : AKRON : CHICAGO 



























fore, CROWN CORK & SEAL 
SAG" CoMPANY, INC. 


vs ee 
rcs 


PREFERRED DIVIDEND 


The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable March 15, 
1947, to the stockholders of record at the 
close of business February 21, 1947. 

The transfer books will not be closed. 





COMMON DIVIDEND 


The Board of Directors has this day de- 
clared a Dividend of forty cents ($.40) per 
share on the Common Stock of Crown Cork 
& Seal Company, Ine., payable Feb- 
ruary 27, 1947, to the stockholders of record 
at the close of business February 7, 1947. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 
January 23, 1947. 








FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day declared 
the regular quarterly dividend of $1.25 per 
share on the outstanding 5% Cumulative Pre- 
ferred Stock, payable March 1, 1947 to stock- 
holders of record February 3, 1947. A dividend 
of twenty-five cents ($.25) and an extra divi- 
dend of five cents ($.05) per share has also 
been declared on the Common Stock, payable 
March 1, 1947 to stockholders of record Feb- 
ruary 3, 1947. The transfer books will not 
close. 

January 21, 1947 





Graham Hunter, Treasurer 
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Interesting 
Circulars 


FOR OUR READERS 
x WK 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each 
letter to a request for one circular, 
giving your name and address. 


ADDRESS: Booklet Department— 
Magazine of Wall —s 90 Broad 
Street, New York 4, Py. 


For Business cine A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead 

Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills. 
Prepared by large N.Y.S.E. member 


Krnow-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’’ order. 


Ferging Ahead in Business—64-page 
booklet describing program of execu- 
tive training will be sent free when 
requested on your Company’s letter- 


25 Answers te Questions en Sound 
Conditioning. Interesting fact - pact 
booklet. 


Selected Items of Merit—06 page 
beok containing articles on various 
subjects. 

Circular on common stock of 
Pennsylvania Power & Light. Issued 
by N.Y.S.E. member firm. 














Burroughs 


182nd CONSECUTIVE CASH DIVIDEND 
A dividend of fifteen cents ($0.15) a share 
has been declared upon the stock of Bur- 
ROUGHS ADDING MACHINE COMPANY, pay- 
able March 10, 1947, to shareholders of 
record at the close of ‘business Janu- 
ary 31, 1947. 

Detroit, Michigan, 
January 17, 1947. 


Geo. W. Evans, 
Secretary. 





do so, their new employer knows 
that, with few exceptions, all will 
require months of patient and ex- 
pensive training before peak effi- 
ciency can be achieved. 

The stark truth of the matter 
is that in spite of all the wide- 
spread training acquired by 
workers during wra, the avail- 
able supply of properly quali- 
fied personnel seems likely to be- 
come a still more serious prob- 
lem for management in their 
battle to keep production at rec- 
ord peacetime heights all over the 
nation. Already in Britain, a 


deficiency of 150,000 workers has 
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stimulated a call for women to 
return to factory benches as in 
war. Here at home, one effect of 
our uptrend in living standards 
has been to divert large numbers 
of young men into white collar 
jobs, thus draining away the 
foundations for a sizable body of 
trained factory workers such as 
we need. In one famed concern 
making silverware, for instance, 
the average age of their em- 
pioyees even before the war had 
risen to above fifty-five years, 
because of an insufficient inflow 
of new recruits. And while we 
now head of diamond cutters 
earning $200 per week and en- 
gravers receiving as much as six 
dollars per hour, in some unions 
the door to jobs is shut tight by 
refusal to admit more than a very 
limited number of trainees. This 
is monopoly in its worst form 
and a serious threat to full em- 
ployment everywhere. Union 
leaders themselves should recog- 
nize the fallacy of such policies 
and correct this situation before 
forced to do so by law. Other- 
wise there may be a wave of dark- 
ened new factories, dislocation of 
the labor force and many unem- 
ployed. Unless pessimists con- 
vinced that only through boom 
and bust can our nation progress 
are to have their way, every pos- 
sible door to full employment 
must be left wide open for all 
comers. 





Answers to Inquiries 





(Continued from page 506) 


America controls the world’s larg- 
est and richest vanadium deposits, 
known as the Minas Ragras prop- 
erty in Peru. Ore obtained there- 
from is shipped to Bridgeville, 
Pa., for conversion into ferro- 
vanadium. The company supplies 
about three-fourths of the total 
domestic demand for this com- 
pound, which normally accounts 
for well over half its annual sales. 
The remainder of output consists 
of production at Niagara Falls, 
N. Y., plants of other ferro alloys 
containing titanium, silicon, chro- 
mium and related titanium, and a 
special alloy of aluminum, silicon 
and iron, known as alsifer. Prin- 
cipal user is the steel industry 
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which uses ferro-vanadium and) 
other ferro products in the pro- 
duction of various types of spe 
cial alloy steels having diversed|) 
qualities of toughness, hardness,/ 
etc. Vanadium ores are also used 
in the chemical and paint indus[ 
tries for use in preparation off 
various chemicals and pigments. 


Because of lower sales in the 
first half of 1946, a deficit of 95 
a share was reported and this in-P 
cluded a 9c tax carry-back credit} 
As sales increased in the second) 
half of 1946 and margins are in- 
proving, the deficit for the fulf 
year of 1946 may be cut to 
around 25c a share. Competition} 
in this field is keen and, there. 
fore, rise in prices is unlikely butf 
a rise in sales may permit at least 
moderate earning power in 1947 
and possible resumption of div- 
dends. However, as_ peacetime 
mining costs will probably be 
higher, the outlook is not partic- 
ularly favorable and, therefore, 
the stock has limited appeal as af 
low price speculation. 
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20 Most Active Stocks in 1946) 
Please furnish list of 20 of the most ac- 
tive stocks traded on the New York Stock 
Exchange for 1946. 
E. P., Rochester, N. Y 
Following is a list of the ath 
most active stocks traded on thep 
New York Stock Exchange for) 
1946. It is interesting to note 
that nineteen out of the twenty 
were in the low price category, 
selling under 20 a share. The ex- 
ception was General Motors. 
Commonwealth & Southern was 
the leader in trading activity + 
each of the past two years. 
Individual volume and_ pric? 
range for 1496 are listed in thi 
table: 


Stock Sales High Lov 
Comith & Sou......11,947,900 5374 2% 
United Corp ...... 5,146,800 7% 3% 
Colum G & El.... 4,290,900 14 8; 
Packard ............... 3,502,000 125% 55 
N Y Central.......... 3,105,500 3534 137% 
Graham-Paige .... 3,061,200 16 5M 
Radio-Keith ........ 2,952,000 28%. | 15)ip 
Socony Ve ........... 2,932,900 18%, 13% 
NO. wocececctcccrecces 2,832,900 19 Jd 
Canad Pac ......... 2,781,400 22% 11% 
Int Tel & Tel....... . 2,702,400 31% 14% 
APMoUP ...ccccccccceece 2,666,400 1872 101i 


Aviation Corp we 2,590,400 14% 64h 
Curtiss-Wright .. 2,552,500 12% 534 


Gen Motors ........ 2,510,200 80%. 47%) 
Alleghany .......... 2,501,100 8% 34 
Gen Pub Util........ 2,412,700 233% 14" 
Am Pow & Lt...... 2,369,600 222 10% 
Pan Am Airw...... 2,254,600 27 Wh 


Am Rad Std San.. 2,245,300 23 121) 

















m and) 
1e pro 
of spef 
‘iversed 
rdness,}: 
sO used) 
indus- 
tion off 
rents. 
in theb 
of 95h 
this in-P 
-credit.p 
secondp 
are in- 
he full 
cut to 
petition} 
~ there 
ely but 
at least 
n 1947 
of divi 
acetime 
bly be 
partic. 
erefore, 
sal as a 


in 1946) 


most ac-f 
ork: Stock 


er, NA 


the 20 
on thep 
ige for 
to note) 
twenty 
tegory, 
The ex- 
rs. 
ern wai 
ivity inf 


1 pric 
in thi 
gh Low 
4 2% 
Vg 3% 
} 8h; 
/g 55 
4 «13% 
) 5% 
Ye 15Np 
Ye 13ME 
) 9 
x] 
Ye 14% 
Yo 10% 
3/g 6M 
Ve = =54 
3g 4734 
V4 3h 
34 14M 
V2 10% 
j Wh 
3 12% 





STREEY 




















\\ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues in 1947. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—'‘‘Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"‘! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


Repeating a Special 
Offer At This 


Critical Time 


From New York—"‘'! am in receipt of your valuable 
Preliminary Analysis of my holdings, for which | 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, | 
can honestly say that I am impressed by this report.” 
5b. By HH. 


From Oklahoma—“Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
i OA 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—‘! am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s conditions it is not open to mere 
curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 












































What is Wealth? 


~wttll 


: 


lil 


Wealth is goods. It is food, shelter, clothing 
. . . hairpins and automobiles, mousetraps 
and refrigerators, railroad cars and pens 
that write under water. 

And the thing that makes goods is work. 

Only with work can we create wealth. A 
farm has no value until somebody grows 
and harvests the crop; nor does a forest until 
someone cuts the trees, a mine until some- 
one brings out the coal. 

Without work, money has no meaning. 
Even if we could suddenly double the num- 
ber of dollars in every American pocket, we 
would not increase production by so much 
as a single shirt or steak. The real wealth 
of the nation would be unchanged. You 
can’t eat money, or wear it. 

But, when people are producing, money 
provides a convenient means of exchanging 
work for goods. Men receive it for their 
labor, and trade it for things made by the 
labor of others. The thrifty save part of 
their money—and thus store up part of 
their work for future use. 








In America, we have learned how to use 
this stored-up work to create new wealth. 
Millions of thrifty people lump together 
their savings—their stored-up work — to 
start new industries, build new factories, 
buy better tools. By so doing, they increase 
the facilities for work . . . which steps up 
the production of goods . . . which means 
more wealth for the nation. 

This productive use of stored-up work is 
known as investment. It is one of the won- 
ders of our economy. But it has to start 
with work. 





Market Place for the Thrifty 


The New York Stock Exchange is the nation’s 
principal market place for investors. It main- 
tains a ready market, at openly disclosed prices, 
for the securities of millions of Americans who 
entrust their surplus funds to industry. To 
them it says this: Base your investment de- 
cisions on facts, not on rumors. Facts are your 
best protection against unnecessary risk. — 




















